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SMALL  BUSINESS  COMMISSION 

NOTICE  OF  MEETING  & AGENDA 

Monday,  April  14,  2014 

5:30  P.M. 

CITY  HALL,  ROOM  400 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 

GOVERNMENT 
DOCUMENTS  DEPT 

r 1 

SMALL  BUSINESS  COMMISSIONERS 

Stephen  Adams,  President 

Monetta  White,  Vice  President 

Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 

APR  1 0 2014 

SAN  FRANCISCO 
PUBLIC  LIBRARY 

1.  Call  to  order  and  roll  call. 

2.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

3.  Approval  of  the  March  24, 2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  March  24.  2014  regular  meeting  minutes 

4.  Commissioner  remarks  welcoming  new  Small  Business  Commissioner  Paul  Tour-Sarkissian.  (Discussion 
Item) 

5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Superv isors  (BOS)  on  four  legislative 
proposals  related  to  development  of  a Plaza  Program  in  some  City-owned  plazas  (Discussion  and  Possible 
Action  Item): 

a.  BOS  File  No.  140061  [Administrative  Code  - Plaza  Program]:  Ordinance  amending  the  Administrative 
Code,  by  adding  Chapter  94,  Sections  94.1  through  94.7,  to  establish  a Plaza  Program  that  coordinates  City 
activities  in  some  City-owned  plazas  on  public  property  and  public  right-of-way;  create  a process  to  identify 
stewards  to  activate  plazas  under  the  jurisdiction  of  the  Division  of  Real  Estate  and  regulate  such  plazas; 
establishing  administrative  fees  for  the  Plaza  Program;  and  affirming  the  Planning  Department’s  determination 
under  the  California  Environmental  Quality  Act. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140061 

b.  BOS  File  No.  140062  [Planning  Code  - Plaza  Program]:  Ordinance  amending  the  Planning  Code.  Sections 
234,  234.1,  and  234.2,  in  order  to  modify  and  make  technical  amendments  to  the  provisions  of  Public  Use 
Zoning  Districts;  affirming  the  Planning  Department’s  determination  under  the  California  Environmental 
Quality  Act;  and  making  findings  of  consistency  with  the  General  Plan,  and  the  eight  priority  policies  of 
Planning  Code,  Section  101.1. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140062 

c.  BOS  File  No.  140063  [Public  Works  Code  - Plaza  Program]:  Ordinance  amending  the  Public  Works  Code, 
by  adopting  Section  792,  to  establish  a permit  program  for  plazas  on  the  public  right-of-way;  and  affirming  the 
Planning  Department’s  determination  under  the  California  Environmental  Quality  Act. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140063 
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d.  BOS  File  No.  140064  [Police  Code  - Plaza  Program  Entertainment  Permits]:  Ordinance  amending  the 
Police  Code  to  include  “Plazas”  as  identified  in  Administrative  Code,  Chapter  94,  as  a type  of  limited  live 
performance  locale,  and  establish  various  requirements  applicable  to  such  Plazas;  and  affirming  the  Planning 
Department’s  determination  under  the  California  Environmental  Quality  Act. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140064 
Presentation  by  Robin  Havens,  Office  of  Economic  and  Workforce  Development 

6.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140236  [Planning  Code  - Mission  Alcoholic  Beverage  Special  Use  District]:  Ordinance  amending  the  Planning 
Code,  Mission  Alcoholic  Beverage  Special  Use  District,  to  allow  mini-golf  courses  functionally  and/or  physically 
integrated  with  a restaurant  use  to  obtain  liquor  licenses;  and  making  environmental  findings.  Planning  Code,  Section 
302  findings,  and  findings  of  consistency  with  the  General  Plan,  and  the  eight  priority  policies  of  Planning  Code, 
Section  101.1.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140236  Legislative  Digest;  BOS  File  No.  140236 
Presentation  by  Laura  Lane,  Legislative  Aide  to  Supervisor  David  Campos 

7.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140318  [Public  Works  Code  - Waiver  of  Temporary  Street  Space  Occupancy  Fee  for  Small  Business  Week 
Sidewalk  Sales]:  Ordinance  waiving  the  fee  required  by  Public  Works  Code  Section  724.1(b)  for  temporary  street 
space  occupancy  within  certain  designated  streets  in  the  City  and  County  of  San  Francisco  on  Saturday,  May  10, 
2014,  Saturday,  May  17,  2014,  and  Saturday,  June  21,  2014,  as  part  of  Small  Business  Week  Sidewalk  Sales. 
(Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140318  Legislative  Digest:  BOS  File  No.  140318 
Presentation  by  Regina  Dick-Endrizzi,  Director  of  Office  of  Small  Business 

8.  Presentation  by  the  Mayor’s  Transportation  Task  Force:  Overview  and  update  of  the  Mayor's  Transportation 
Task  Force  recommendations,  including  a joint  presentation  by  the  Mayor’s  Office,  Department  of  Public  Works 
(DPW),  and  San  Francisco  Municipal  Transportation  Agency  (SFMTA),  focusing  on  the  recommendations  for  2014. 
the  state  of  decline  in  the  transportation  system,  and  the  efficiencies  created  by  investing  in  a state  of  good  repair. 
(Discussion  Item) 

Presentation  by  Gillian  Gillett,  Director  of  Transportation  Policy,  Office  of  the  Mayor 

9.  Presentation  on  the  San  Francisco  Municipal  Transportation  Agency’s  (SFMTA)  Two-year  On-Street  Car 
Share  Pilot  Program:  Building  on  its  small-scale  pilot  project  from  201 1-2012,  the  SFMTA  is  expanding  to  an 
enlarged  two-year  on-street  car  share  pilot  project  where  vehicles  will  be  housed  in  on-street  parking  spaces  in 
neighborhoods  throughout  the  city.  (Discussion  Item) 

Explanatory  Documents:  Evaluation  of  SFMTA’s  Initial  Pilot  Project  (Sept  2012);  SFMTA  Car  Sharing  Policy  and 
On-Street  Pilot  Program  (July  2013) 

Presentation  by  Andy  Thomley,  SFMTA  Consultant 

10.  Director’s  Report:  Update  and  report  on  the  Office  of  Small  Business  and  the  Small  Business  Assistance 
Center,  update  on  department  programs,  recent  announcement  from  the  Mayor,  newly  introduced  policy  matters, 
update  on  legislative  matters,  and  announcements  regarding  small  business  activities.  (Discussion  Item) 

11.  President’s  Report:  Allows  the  President  to  report  on  recent  small  business  activities  and  make  announcements 
that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

12.  Vice  President’s  Report:  Allows  the  Vice  President  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 
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13.  Commissioner  Reports:  Allows  Commissioners  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

14.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

15.  New  Business:  Allows  Commissioners  to  introduce  new  agenda  items  for  future  consideration  by  the 
Commission.  (Discussion  Item) 

16.  Adjournment.  (Action  Item) 


Public  Comment  will  be  taken  before  or  during  the  Small  Business  Commission’s  consideration  of  each  agenda  item  . Speakers  are 
requested  but  not  required  to  complete  a speaker  card  and  state  their  names,  which  will  help  ensure  proper  spelling  of  speakers'  names 
in  the  written  record  of  the  meeting. 

Explanatory  Documents:  Copies  of  proposed  legislation  listed  in  this  agenda,  and  other  related  materials  received  by  the  SBC  after  the 
posting  of  the  agenda,  are  available  for  public  inspection  and/or  copying  at  City  Hall  Room  1 10.  Please  call  (415)  554-6134  to  make 
arrangements  for  pick  up  or  review. 
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Know  Your  Rights  Under  the  Sunshine  Ordinance 

Government’s  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions,  boards,  councils  and 
other  agencies  of  the  City  exist  to  conduct  the  people’s  business.  This  ordinance  assures  that  deliberations  are  conducted  before 
the  people  and  that  city  operations  are  open  for  the  people’s  review.  For  more  information  on  your  rights  under  the  Sunshine 
Ordinance  (Chapter  67  of  the  San  Francisco  Administrative  Code)  or  to  report  a violation  of  the  ordinance,  contact  the  Sunshine 
Ordinance  Task  Force  at  (415)  554-6083.  To  obtain  a free  copy  of  the  Sunshine  Ordinance  contact: 

City  Hall,  Room  244 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4683 
Office:  (415)  554-7724 
Fax:(415)  554-5163 
E-Mail: 

sotf@,sfgov.org 

Copies  of  the  Sunshine  Ordinance  can  be  obtained  from  the  Clerk  of  the  Sunshine  Task  Force,  the  San  Francisco  Public  Library 
and  on  the  City’s  website  at  www.sfgov.org. 

Cell  Phone  and/or  Sound-Producing  Electronic  Device  Usage  at  Hearings 
Effective  January  21,  2001,  the  Board  of  Supervisors  amended  the  Sunshine  Ordinance  by  adding  the  following  provision:  The 
ringing  of  and  use  of  cell  phones,  pagers  and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any  person(s)  responsible  for  the  ringing  or  use  of  a cell 
phone,  pager,  or  other  similar  sound-producing  electronic  devices. 

Disability  Access  Policy 

Accessible  seating  for  persons  with  disabilities  (including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART 
Station  is  the  Civic  Center  station  located  at  the  intersection  of  Market,  Hyde  and  Grove  Streets.  Accessible  MUNI  lines  serving 
City  Hall  include  5 Fulton  and  49  Mission/Van  Ness,  and  all  Metro  lines  servicing  the  Metro  station  at  Van  Ness  and  Market.  For 
more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  Accessible  parking  in  the  vicinity  of  City  Hall  is 
available  adjacent  to  Davies  Hall  and  the  War  Memorial  Complex,  and  also  in  the  Civic  Center  Garage  (355  McAllister  Street) 
and  Performing  Arts  Garage  (360  Grove  Street).  American  Sign  Language  interpreters  and/or  a sound  enhancement  system  will 
be  available  upon  request  by  contacting  Milton  Edelin  at  (415)  558-6410  at  least  72  hours  prior  to  a hearing.  Individuals  with 
severe  allergies,  environmental  illness,  multiple  chemical  sensitivity  or  related  disabilities  should  call  the  accessibility  hotline  at 
(415)  554-8925  to  discuss  meeting  accessibility.  In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies, 
environmental  illnesses,  multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these  individuals. 

Translation  Services 

Interpreters  for  languages  other  than  English  are  available  on  request.  Sign  language  interpreters  are  also  available  on  request.  For 
other  accommodations,  please  call  the  Department  of  Human  Services  staff  support  representative  at  (415)  557-5989  at  least  two 
business  days  before  a meeting. 

Lobbyist  Ordinance 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be  required  by  San 
Francisco  Lobbyist  Ordinance  [Article  11  of  the  San  Francisco  Campaign  and  Governmental  Conduct  Code]  to  register  and  report 
lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance,  please  contact  the  Ethics  Commission  at  25  Van  Ness 
Ave.,  Suite  220,  SF  94102  (415)  252-3100,  FAX  (415)  252-3 112  and  web  site  address  at  http://www.sfgov.org/ethics/. 

Chemical  Sensitivity 

In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness,  multiple  chemical 
sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other  attendees  may  be  sensitive  to  various 
chemical  base  products.  Please  help  the  City  accommodate  these  individuals. 
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FILE  NO.  140061 


ORDINANCE  NO. 


[Administrative  Code  - Plaza  Program] 


Ordinance  amending  the  Administrative  Code  by  adding  Chapter  94,  Sections  94.1 
through  94.7,  to  establish  a Plaza  Program  that  coordinates  City  activities  in  some  City- 
owned  plazas  on  public  property  and  public  right-of-way,  to  create  a process  to  Identify 
stewards  to  activate  plazas  under  the  jurisdiction  of  the  Division  of  Real  Estate  and 
regulate  such  plazas,  establishing  administrative  fees  for  the  Plaza  Program,  and 
affirming  the  Planning  Department’s  determination  under  the  California  Environmental 
Quality  Act. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-underline  italics  Times  New  Roman  font. 

Deletions  to  Codes  are  in  strikethrough  italics  Times  New  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 


Section  1.  Findings. 

(a)  Through  innovative  approaches  to  transforming  the  public  realm,  San  Francisco 
has  demonstrated  nationally-recognized  and  innovative  leadership  with  new  and  unique  types 
of  public  spaces.  With  these  successes,  there  is  now  a need  for  a systemic  program  to 
manage  some  City-owned  urban  plazas  that  benefit  San  Franciscans. 

(b)  This  Board  of  Supervisors  intends  for  various  City,  private,  nonprofit,  and 
neighborhood  groups  to  collaborate  their  efforts  to  provide  long-term  activation  and/or 
maintenance  to  some  plazas. 
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1 (c)  The  City  currently  lacks  dedicated  coordination  of  activities  in  City-owned  plazas 

2 that  fail  outside  of  traditional  San  Francisco  Recreation  and  Parks  Department  jurisdiction  and 

3 functions.  There  is  no  City  staff  dedicated  to  coordinating  the  Citywide,  cross-departmental 

4 efforts  to  maintain. and/or  activate  these  spaces,  and,  as  a result,  there  can  be  a lack  of 

5 cohesion  and  policy-level  coordination  of  the  various  City  efforts  to  foster  innovative 

6 approaches  and  partnerships  for  these  public  spaces. 

7 (d)  Various  City  programs  and  initiatives  have  demonstrated  success  in  encouraging 

8 public  realm  engagement  between  the  City  and  local  stakeholders,  including,  but  not  limited 

9 to,  the  Planning  Department’s  Pavement  to  Parks  Program,  Recreation  and  Parks 

1 0 Department  partnership  opportunities,  the  Department  of  Public  Works  Street  Parks  Program, 

1 1 development-enabled  new  open  spaces  (Planning  Department),  Octavia  Boulevard  Interim 

12  Use  Projects  (Mayor’s  Office  of  Economic  and  Workforce  Development,  “OEWD”),  Living 

13  Innovation  Zones  (Mayor’s  Office  of  Civic  innovation),  and  Invest  in  Neighborhoods  (OEWD). 

14  (e)  Other  national  and  international  cities  have  adopted  similar  approaches  that  fall 

15  outside  traditional  recreation  and  parks  department  jurisdiction  and  functions  and  also  utilize 

16  community-supported  open  space  partnerships.  These  include,  but  are  not  limited  to,  the  New 

17  York  City  Department  of  Transportation  Plaza  Program,  the  Philadelphia  University  City 

18  District  “Porch”  at  30th  Street  Station,  the  Latham  Square  Project  in  Oakland,  and  the  Paris 

19  Plage  in  Paris,  France. 

20  (f)  OEWD  convened  over  20  meetings  of  interdepartmental  working  groups  and 

21  multiple  meetings  with  relevant  stakeholders  to:  (1)  identify  various  existing  and  related  City 

22  public  realm  partnership  efforts  and  (2)  identify  opportunities  for  coordination. 

23  (g)  An  outgrowth  of  this  effort  was  the  creation  of  the  Plaza  Program  Strategy,  which 

24  further  describes  implementation  guidelines  and  processes.  A copy  of  this  Strategy  is  on  file 

25  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No.  140061  and  is  incorporated  herein  by 
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reference.  This  effort  also  led  to  the  establishment  of  the  following  goals  related  to  Plaza 
Program  created  by  this  legislation: 

(1)  Continue  to  strengthen  San  Francisco’s  vibrant  communities  by  lowering  City 
barriers  to  community  and  economic  development-enhancing  partnerships  for  City-owned 
open  space; 

(2)  Improve  the  City’s  ability  to  provide  more  safe,  clean,  and  active  City-owned  open 
space  than  are  currently  possible  with  existing  City  resources; 

(3)  Adopt  innovative  approaches  to  activate  and  manage  Plazas  in  the  urban  public 
realm  and  share  these  approaches  nationally; 

(4)  Work  toward  operational  and  fiscal  sustainability  of  the  Plazas  as  revenues 
generated  in  a Plaza  could  support  Plaza  activation,  maintenance,  and  operations  costs  and, 
in  cases  of  excess  revenues,  cross-fund  other  Plazas; 

(5)  Dedicate  a staff  person  assigned  to  coordinating  the  Citywide,  cross-departmental 
efforts  to  maintain  and/or  activate  these  spaces; 

(6)  Establish  an  Interagency  Plaza  Program  Working  Group  (the  “Plaza  Working 
Group”)  to  advise  the  Plaza  Program  Coordinator,  the  Directors  of  Department  of  Public 
Works  (“DPW”)  and  Real  Estate  Division  (“RED”),  as  well  as  the  Board  of  Supervisors,  on 
Plaza  Program  actions,  steward  selection  criteria,  evaluation,  and  processes; 

(7)  Develop  by  April  1^^  2014,  standardized  agreements  and  administrative  processes, 
including  documents  that  describe  and  establish  management  protocols  for  Plaza  Program 
partner  obligations,  liabilities,  and  requirements;  and, 

(8)  Facilitate  the  addition  of  at  least  three  Plazas  to  the  program  by  December  31 , 

2014. 
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1 (h)  Although  capital  improvements  may  occur,  the  main  objective  of  the  Plaza  Program 

2 is  not  to  build  new  plazas,  but  to  capture  long-term,  sustainable  approaches  for  Plazas  and 

3 their  associated  stakeholders  as  these  viable  opportunities  emerge  from  existing  City  efforts. 

4 (i)  Plazas  that  will  be  included  in  the  Plaza  Program  will  generally  meet  the  following 

5 criteria: 

6 (1 ) Public  property  under  the  jurisdiction  of  a City  Department  other  than  the 

7 Recreation  and  Parks  Department; 

8 (2)  Public  spaces  that  are  generally  permanent  in  nature; 

9 (3)  Pedestrian  plazas  that  are  generally  over  2,000  square  feet,  but  are  not  primarily 

10  an  active  recreational  facility  or  urban  agriculture; 

1 1 (4)  Public  property,  including  open  space  areas,  that  have  a demonstrable  need  for: 

12  (a)  an  operations  and  maintenance  solution  and/or  (b)  activation; 

13  (5)  Areas  that  have  a location  with  high  potential  for  natural  activation  (e.g.,  near  an 

14  existing  commercial  corridor,  high  pedestrian  and/or  bicycle  traffic,  active  local  community, 

15  etc.)  and  where  there  is  viable  potential  that  activation  could  support  Plaza  maintenance, 

16  operations,  and/or  additional  activation  funding  needs  for  the  Plaza,  if  that  is  the  main  funding 

1 7 strategy; 

18  (6)  Locations  where  there  is  an  existing  community  interest  in  activating  that  specific 

19  public  open  space; 

20  (7)  Projects  with  at  least  one  identified  potential  partner  that  has  demonstrated 

21  capacity  to  take  on  stewardship  of  the  space  for  the  length  of  the  lease,  license,  or  permit 

22  term;  and, 

23  (8)  Sites  with  potential  to  leverage  related  City  efforts. 

24  (j)  This  Ordinance  is  accompanied  by  companion  legislation  to  support  administration 

25  of  the  Plaza  Program.  This  related  legislation  includes  amendments  to  the  Planning  Code, 
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Police  Code,  and  Public  Works  Code,  copies  of  which  are  on  file  with  the  Clerk  of  the  Board  of 
Supervisors  in  File  Nos.  140062,  140063  and140064,  respectively,  and  are  incorporated 
herein  by  reference. 

(k)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 
ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  The  Board  of  Supervisors  hereby  affirms  this  determination. 
Said  determination  is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No.  140061  and 
is  incorporated  herein  by  reference. 

Section  2.  The  Administrative  Code  is  hereby  amended  by  adding  Chapter  94, 

Sections  94.1  to  94.7,  to  read  as  follows: 

CHAPTER  94:  THE  SAN  FRANCISCO  PLAZA  PROGRAM 
SEC.  94.1.  DEFINITIONS. 

“Plaza”  is  City-owned  land:  (a)  where  the  public  may  sather  and  participate  in  commercial  or 

non-commercial  offerin2S,  including,  but  not  limited  to,  arts  activities:  entertainment:  food,  drink. 

and/or  other  refreshment:  retail  sales:  sports:  and  general  recreation,  (b)  that  is  managed  fully  or 

partially  by  a steward  or  permittee,  and  (c)  that  the  Board  of  Supervisors  has  approved  as  a Plaza 

under  the  Plaza  Program  adoption  process  defined  herein. 

“City  Plaza  ” is  a Plaza,  as  defined  in  this  Section,  that  is  not  located  on  public  ri2ht-of-\va\'. 

“Street  Plaza”  is  a Plaza,  as  defined  in  this  Section,  that  is  located  on  public  risht-of-wax’  and 

subject  to  the  permittins  jurisdiction  of  the  Department  of  Public  Works  (“DPW”). 

“Steward”  is:  (a)  any  educational,  recreational  or  social  asency,  or  any  bona  fide  fraternal. 

charitable,  or  religious  or  benevolent  or  any  other  nonprofit  or2anization  or  any  public  agency  which 

or2anization  or  a2ency  is  exempt  from  taxation  under  the  Internal  Revenue  laws  of  the  United  States  as 

a bona  fide  fraternal,  charitable,  reli2ious.  benevolent,  or  nonprofit  organization  or  a public  a2encv 
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1 with  programs  based  in  San  Francisco  and  fb)  an  organization  or  agency  with  a strom.  demonstrated 

2 connectior,  to  the  neishborhood  in  which  the  Plaza  is  located. 

3 SEC.  94.2.  PLAZA  PROGRAM. 

4 (a)  Establishment.  There  is  hereby  created  a Plaza  Program  for  the  City  and  County  of  San 

5 Francisco.  The  Plaza  Prosram  shall  be  a joint  effort  of  the  Office  of  Economic  and  Workforce 

6 Development  (“OEWD  ”),Real  Estate  Division  (“RED  and  DPW,  any  successor  asencvfies)  or 

7 department  fs). 

8 (b)  Functions.  The  Plaza  Pro ^ am  shall: 

9 (1)  Coordinate  principles  and  practices  in  Plazas  designated  under  the  Plaza  Prosram  with 

1 0 other  public  asencies  operatins  similar  public  realm  initiatives  and  projects  in  the  City. 

1 1 (2)  Be  responsible  for  development  and  administration  of  prosram  implementation,  polices. 

12  and  strate2ies. 

13  .f3)  Sustain  strategic  partnerships  with  commiiniti'  organizations,  nonprofit  organizations,  and 

14  businesses  that  have  a stake  in  approved  Plazas  and,  more  broadly,  in  supporting  and  enhancins  these 

15  Plazas  City-wide. 

16  (4)  Establish  financial  sustainability  opportunities  to  support  the  Plaza  Program  throu2h  the 

17  adoption  of  administrative  fees. 

18  (5)  Explore  efforts  to  cross-subsidize  approved  program  Plazas  by  Ievera2in2  revenue 

19  2enerated  in  Plazas  that  exceeds  the  cost  of  mana^ins  and  operatins  that  Plaza  and  directing  a portion 

20  of  these  excess  funds  to  support  other  Plazas  that  have  a demonstrated  fundin2  need. 

21  (6)  Seek  Stewards  for  Plazas  through  a Steward  identification  process  that  utilizes  existin2  City 

22  partnership  efforts  where  possible  and  builds  stron2  relationships  with  Stewards. 

23  (7)  Network  communication  and  coordinate  efforts  of  the  various  Stewards  within  the  Plaza 

24  Pro2ram. 

25 
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f8)  Identih’  opportunities  to  streamline  permitting  for  aclive  uses  of  Pldzcis  so  ifnil  hdiricrs  lo 
event  permittins  can  be  minimized. 

(9)  Encoura2e  Plaza  Stewards  and  permittees  to  maximize  events  and  activities  thai  arc  Icc  lo 

the  public. 

(10)  Place  jurisdiction  of  Plazas  in  either  DPW  or  RED  and  consider  recommetuiaiions  of  ihc 

Director  of  DPW  and/or  RED  for  Plaza  inclusion  in  the  Plaza  Proeram  under  the  respective 

jurisdiction  of  each  devartment. 

(11)  Present  Plazas,  with  DPW  or  RED  Director  recommendations  concerning  Plazas  to  he 

placed  within  the  respective  jurisdiction  of  each  department,  to  the  Board  of  Supervisors  for  approval 

alon2  with  any  necessary  permits  and  authorizations  includin2,  but  not  limited  to.  Street  Encroachment 

Permits,  Street  Vacation  Ordinances,  licenses,  or  leases. 

(12)  Collect  Plaza  participation  data  and  user  feedback,  and  use  established  criteria  to 

evaluate  Steward  performance  outcomes  in  various  areas,  including  economic,  activation,  and 

community  en2a2ement. 

(13)  Support  develovment  of  lon2-term  maintenance  and  activation  partnerships  as  successful 

Plazas  emer2e  throu2h  various  City  and  private  efforts.  Some  Plazas  also  may  have  parallel  capital 

improvement  processes  which  should  be  planned  collaborativelv  with  the  Plaza  Pro2ram.  However. 

the  affected  City  Departments  should  implement  these  capital  funding  efforts  independently  or  in 

association  with  the  Steward  or  permittee. 

(14)  Strive  to  ensure  that  Plazas  remain  accessible  to  the  public,  to  the  maximum  extent 

feasible,  with  a recognition  that  some  small  number  of  restricted  access  events  may  be  helpful  in 

supportin2  Plaza  operations. 

(15)  Support  the  City  goal  of  continuing  to  be  a national  and  international  leader  in  public 

realm  innovation. 
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fc)  Report.  The  Plaza  Prosram  will  prepare  an  impact  analysis  report  after  the  first  two  years 

ofPwsrofn  establishment  and  every  five  years  thereafter.  Said  reportfs)  shall  be  submitted  to  the 

Board  of  Supervisors  and  available  to  the  general  public. 

SEC.  94.3.  REGULATIONS  FOR  CITY  PLAZAS. 

(a)  All  City  Plazas  shall  be  administered  by  the  Director  of  RED  pursuant  to  the  requirements. 

rules,  and  resrulations  set  forth  herein  or  in  resulations  that  the  Director  of  RED  adopts. 

(b)  Steward  Identification  Process.  The  Plaza  Prosram  shall  issue  requests  for  proposals 

(“RFP  ”)  to  identify  a Steward  for  each  City  Plaza.  The  Plaza  Prosram  shall  accept  the  RFP  by  a 

specified  deadline  and  the  RFP  submittals  shall  include  all  required  information  and  documents. 

(c)  Upon  issuance  of  any  RFP,  the  Director  of  RED  shall  post  the  Plaza  site  with  a notice  of 

issuance  of  the  RFP  and  place  a similar  request  on  the  Department 's  website.  The  Director  of  RED 

shall  make  reasonable  efforts  to  keep  the  Plaza  site  notice  visible  and  lesible  until  the  deadline  for 

submitting  the  RFP. 

(1 ) Operational  Requirements.  Amon2  other  information  required  for  submission  as  part  of 

the  RFP,  the  applicant  shall  specify  the  number  of  restricted  access  events,  if  any,  that  will  be  held 

annually,  which  number  shall  not  exceed  ei2ht  (8)  such  events. 

(d)  The  following  operational  requirements  shall  apply  to  City  Plazas  and  shall  be  posted  in  a 

prominent  location  in  each  City  Plaza: 

(1)  Peddlins  and  Vendins  Merchandise.  No  person  shall  brins,  or  cause  to  be  brou2ht,  for  the 

purposes  of  sale  or  barter,  or  have  for  sale,  or  sell  in  exchange,  or  offer  for  sale  or  exchange  any 

20ods,  wares,  or  merchandise  in  the  City  Plaza,  except  for  which  the  City  and  County  of  San  Francisco 

issues  any  required  permit  or  other  authorization.  Notwithstandin2  the  above  provision,  the  sale  or 

distribution  of  newspapers,  periodicals,  or  other  printed  or  otherwise  expressive  material  is  allowed 

subject  to  the  applicable  requirements  of  the  Public  Works  Code, 
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(2)  Performance  of  Labor,  No  person,  other  them  (iiilhorizcd  ( 'liv  pc  ry_^nnc  I.  shul  I pc  rj(  trm  any 
labor,  on  or  upon  the  Plaza,  includins,  but  not  limited  to,  takm2  up  or  replacing  soil,  turf,  ground. 

pavement,  structures,  trees,  shrubs,  plants,  srass.  flowers,  or  similar  activities  without  prior  permission 

from  the  Director  of  RED. 

(5)  Campins  Prohibited.  The  provisions  of  Park  Code  Section  3. 12  concerning  campim  shall 

apply  to  the  Plaza  except  that  the  RED  shall  administer  these  provisions. 

(4)  No  Unpermitted  Structures.  There  shall  be  no  stationing  or  erectin2  of  any  structure  (s)  on 

the  Plaza  without  prior  permission  from  the  Director  of  RED. 

(5)  No  Smokin2.  Pursuant  to  the  Municipal  Code,  smokins  is  prohibited  on  any  unenclosed 

area  ofpropert\>  in  the  City  and  County  of  San  Francisco  that  is  under  the  jurisdiction  of  any  City 

department  if  the  property  is  a park,  square.  2arden.  sport  or  playin2  field,  pier,  or  other  propertx'  used 

for  recreational  purposes,  or  as  a farmers  ’ market.  Giyen  the  use  of  the  subject  areas  as  an  outdoor 

public  plaza,  this  prohibition  on  smokins  shall  apply  to  City  Plazas. 

(6)  Other  Restrictions. 

(A)  There  shall  be  no  skateboardins,  bicycle  ridins.  or  pets  off  leash  without  prior 

permission  from  the  Director  of  RED. 

(B)  There  shall  be  no  litterin2,  feedin2  of  wildlife,  or  defacing  of  public  propern'. 

(C)  No  alcohol  is  allowed  to  be  consumed  in  City  Plazas  without  prior  permission  from 

the  Director  of  RED  and  all  required  City  and  State  authorizations  and  permits. 

fP)  General  Advertizins  is  prohibited. 

(e)  Additional  Requirements  Adopted  at  Time  of  City  Plaza  Approval.  Other  regulations  and 

requirements,  includins  hours  of  operation,  shall  be  adopted  when  each  City  Plaza  is  legislatively 

approved  and  incorporated  into  the  Plaza  Pro&  am.  Such  regulations  and  requirements  shall  be 

posted  in  a prominent  location  in  each  Citi^  Plaza. 

(f)  Lease  or  License  Terms. 
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(1)  The  terms  of  operation,  use,  and  maintenance  of  a City  Plaza  shall  be  specified  in  a RED 

lease  or  license  that  is  subject  to  approval  of  the  Board  of  Supervisors.  These  terms  shall  include,  but 

are  not  limited  to,  scope  of  permissible  activities:  daily,  weekly,  and/or  monthly  time  periods  authorized 

for  Steward  use  and  activities  and  the  scope  of  such  use  and  activities:  a minimum  number  of  yearly 

programmed  events;  permissible  number  of  annual  restricted  access  events,  if  any;  Steward  liability, 

indemnity,  and  insurance,  as  approved  by  the  City  Risk  Manager  or  successor  a2encv;  on-soin2 

community  ensa^ement  plan;  strategies  to  en2a2e  with  existing  City  programs;  authorized  sima^e 

program;  the  expiration  date  of  the  lease  or  license:  remedies  for  yiolatin2  the  license  or  lease, 

includin2  termination:  and  payment  of  fees,  includins  any  administrative  fees  as  set  forth  in  Section 

94.7. 

(2)  The  term  of  a City  Plaza  Lease  or  License  shall  be  no  lonser  than  five  (5)  years:  provided, 

however,  that  in  unique  circumstances  or  in  cases  where  the  Steward  installs  sisnificant  improvements 

as  part  of  the  lease  or  license,  the  Director  of  RED  is  authorized  to  provide  for  a longer  term. 

(3)  The  lease  or  license  shall  require  that  the  Steward  submit  a monthly  calendar  of  events  to 

the  local  District  Police  station,  the  Director  of  RED,  and  the  Plaza  Program  thirp’  (30)  days  prior  to 

the  start  of  the  subject  month. 

(2)  Exceptions  to  Operational  Requirements  and  Terms  of  the  Lease  or  License. 

(1)  Operational  Requirement  Exceptions.  From  time  to  time  and  due  to  unique  circumstances. 

the  Operational  Requirements  set  forth  above  in  Subsections  (d)  or  (e)  may  not  be  appropriate  for  a 

particular  event.  In  such  cases,  and  after  a duly  noticed  public  hearin2,  the  Director  of  RED  may  issue 

an  exception  to  the  requirements  of  Subsection  (d)  or  (e)  if  he  or  she  finds  in  his  or  her  sole  discretion 

that  the  public  interest  would  be  served  by  the  2rant  of  the  exception. 

(2)  Lease  or  License  Terms  Exceptions.  After  written  request  from  a Steward,  the  Director  of 

RED  is  authorized  to  issue  non-material  exceptions  or  other  minor  amendments  to  the  terms  of  a City 

Plaza  lease  or  license.  The  Director  shall  issues  such  exceptions  in  writin2,  retain  the  2ranted 
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exceptions  in  a file  available  for  public  review,  and  shall  post  such  corrcspondcnc -c  ot i the 

Department’s  and  Plaza  Program ’s  website. 

(h)  Additional  Permits  Required  for  Certain  Activities.  Because  certain  aciivitics  may  rcduirc 

additional  permits  or  approvals  fi-orn  Cit\’  or  State  agencies,  boards,  commissions,  or  departments,  the 

Steward  shall  be  solely  responsible  for  obtainins  all  other  permits  or  approvals  that  ma\  he  ncccs\cir\ 

for  or  related  to  activities  at  the  Cit\>  Plaza.  The  Director  of  RED,  as  necessary,  max  consult  with  the 
Interdepartmental  Staff  Committee  on  Traffic  and  Transportation  (ISCOTT),  to  identify  and  coorilinaic 

streamlined permittin2  opportunities  that  may  be  available  for  certain  activities  on  City  Plazas. 

(1)  Violation  of  Requirements  and  Resulations. 

fl)  If  any  person  has  occupied  a City  Plaza  in  violation  of  the  requirements  and  re^iilationy 

the  Director  of  RED  or  his  desimee  or  asent  shall  immediately  order  the  violator  to  vacate  the 

occupied  area  or  abate  the  violation.  Should  the  violation  not  be  corrected  as  ordered,  the  permittee  or 

person  shall  be  subject  to  enforcement  pursuant  to  the  Police  Code. 

(2)  The  Plaza  Pro2ram  will  establish  administrative  procedures  concernin2  methods  to 
process,  address,  respond  to.  and  document  any  complaints  concernin2  operation  of  a Plaza.  If  the 

Director  of  RED  receives  verified  complaints  concernin2  violations  of  the  terms  and  conditions  of  the 

Steward’s  lease  or  license  within  the  initial  six  (6)  month  period  of  operation,  the  Director  of  RED 

shall  conduct  a public  hearing  on  the  Steward’s  conduct.  After  the  initial  six  (6)  month  term,  the 

Director  of  RED  may  extend  the  term  to  every  twelve  (12)  months  for  the  consideration  of  subsequent 

complaints  and  action  thereon.  Based  on  the  information  presented  at  the  hearin2.  the  Director  men' 

terminate,  suspend,  modify,  or  condition  the  lease  or  license  or  take  any  other  action  the  Director 

deems  appropriate  under  the  terms  of  the  lease  or  license  in  response  to  the  Steward’s  conduct. 

(3)  If  the  Plaza  Steward  conducts  less  than  the  minimum  number  of  annual  prop-ammed  events 

stipulated  in  the  lease  or  license,  the  Director  of  RED  may  terminate,  suspend,  modify,  or  condition  the 
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1 lease  or  license  or  take  any  other  action  the  Director  deems  appropriate  under  the  terms  of  the  lease  or 

2 license  in  response  to  the  Steward’s  conduct. 

3 (i)  Resulations.  The  Board  of  Suvervisors  authorizes  the  Director  of  RED  to  adopt  resulations 

4 as  set  forth  in  this  Ordinance  and  any  additional  remlations  that  the  he  or  she  deems  appropriate  and 

5 necessary  for  the  proper  mana2ement  and  use  of  the  City  Plazas  (“Regulations  The  Director  of 

6 RED  also  is  authorized  to  post  signa2e  settins  forth  the  Resulations.  Such  Reflations  shall  be 

7 adopted  after  a public  hearins  and  thereafter  made  available  to  any  member  of  the  public  that  requests 

8 such  Re2ulations. 

9 SEC.  94.4.  GOOD  NEIGHBOR  POLICIES 

10  (a)  The  Steward  for  a City  Plaza  shall  mana2e  the  Plaza  in  accordance  with  the  followim  sood 

1 1 neighbor  policies  during  the  times  of  use  as  set  forth  in  the  Plaza  lease  or  license: 

12  (1)  The  quiet,  safety,  and  cleanliness  of  the  Plaza  and  its  adjacent  area  shall  be  maintained: 

13  (2)  Proper  and  adequate  storase  and  disposal  of  debris  and  garbage  shall  be  provided; 

14  (S)  Noise  and  odors,  unless  otherwise  permitted,  shall  be  contained  within  immediate  area  of 

1 5 the  Plaza  so  as  not  to  be  a nuisance  to  neishbors; 

16  (4)  Notices  shall  be  prominently  displayed  durins  events  that  urse  patrons  to  leave  the  Plaza 

17  premises  and  neishborhood  in  a quiet,  peaceful  and  orderly  fashion  and  to  please  not  litter  or  block 

18  driveways  in  the  neighborhood.  Such  notices  shall  be  removed  after  each  event:  and, 

19  (5)  Employees  of  the  Plaza  Steward  shall  walk  a 100-foot  radius  from  the  Plaza  some  time 

20  within  thirty  (SO)  minutes  after  the  daily  use  period  as  set  forth  in  the  license  or  lease  and  shall  pick  up 

21  and  dispose  of  any  discarded  beverase  containers  and  other  trash  left  by  patrons. 

22  fb)  Exceptions.  After  written  request  from  a Steward,  the  Director  of  RED  is  authorized  to 

23  issue  non-material  exceptions  or  other  minor  amendments  to  the  Good  Nei2hbor  Policies.  The  Director 

24  shall  issues  such  exceptions  in  writins,  retain  the  eranted  exceptions  in  a fde  gyailable  for  public 

25  review,  and  shall  post  such  correspondence  on  the  Department ’s  and  Plaza  Program 's  website. 
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SEC.  94.5.  REGULATIONS  FOR  STREET  PLAZAS  The  rcLnilalion.s  for  Sired  I’lcizas  are 

set  forth  in  Public  Works  Code  Section  792. 

SEC.  94.6.  FEES. 

(a)  The  Plaza  Proeram  shall  char2e  an  administrative  fee  to  Stewards  or  permiiiees  for  Plazas. 

Such  fee  shall  be  based  on  actual  costs  that  the  Plaza  Prosram  incurs  in  administerim^  and  proccssny^ 

the  action  or  procedure.  The  Plaza  Prosram  shall  provide  the  applicant  with  a written  estimate  of  send 

costs  at  the  time  of  application,  and  the  applicant  shall  pay  such  fees  prior  to  the  time  that  the 

application  is  deemed  complete.  To  the  extent  that  the  estimated  fees  do  not  cover  actual  costs,  any 

outstanding  amount  due  shall  be  a condition  of  the  City’s  final  decision  on  the  action  or  procedure.  To 

the  extent  that  the  estimated  fees  exceed  the  actual  costs,  the  Plaza  Program  shall  refund  the  excess 

amount  to  the  applicant  within  a reasonable  period  after  the  City’s  final  decision  on  the  action  or 

procedure. 

(b)  The  administrative  fee  identified  in  Subsection  (a)  shall  be  sufficient  to  recover  actual  costs 

that  the  Plaza  Prosram  incurs  and  shall  be  charged  on  a time  and  materials  basis.  The  Plaza  Program 

also  may  char2e  for  any  time  and  materials  costs  that  other  asencies.  boards,  commissions,  or 

departments  of  the  City,  includinsthe  City  Attorney's  Office,  incur  in  connection  with  the  processins  or 

administration  of  a particular  application,  action,  or  procedure  unless  such  costs  are  fully  included  as 

part  of  an  existing  permit  fee. 

(c)  Payment  of  said  fee  shall  be  a condition  of  any  permit,  license,  lease,  or  other  approval  to 

establish  and/or  operate  a Plaza. 

(d)  Additional  administrative  fees  may  be  charsed  for  subsequent  Plaza  Proiiram  staff 

consultation  with  Stewards  or  permittees  in  accordance  with  the  fee  requiremenfs  specified  above.  Said 

fees  shall  be  paid  on  a monthly,  quarterly,  or  annual  basis,  as  specified  in  a written  fee  request  from 

the  Plaza  Prosram. 

SEC.  94. 7.  PLAZAS  PARTICIPA  TING  IN  THE  PLAZA  PROGRAM 
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(a)  [Intentionally  left  blank]. 

Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 


APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 


By:  

John  D.  Malamut 
Deputy  City  Attorney 

n;\land\as2013\9690086\00883140.doc 
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FILE  NO.  140062 


ORDINANCE  NO. 


[Planning  Code  - Plaza  Program] 


Ordinance  amending  the  Planning  Code  by  amending  Sections  234,  234.1,  and  234.2,  in 

order  to  modify  and  make  technical  amendments  to  the  provisions  of  Public  Use 

Zoning  Districts,  affirming  the  Planning  Department’s  determination  under  the 

California  Environmental  Quality  Act,  and  making  findings  of  consistency  with  the 

General  Plan,  and  the  eight  priority  policies  of  Planning  Code,  Section  101.1. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  single-underline  italics  Times  New  Roman  font. 

Deletions  to  Codes  are  in  strikethrough  italics  Times-Ncw  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 


Section  1.  Findings. 

(a)  The  Findings  set  forth  regarding  the  Plaza  Program  in  companion  legislation 

amending  the  Administrative  Code  Chapter  94  to  establish  the  Plaza  Program  are 
incorporated  herein  by  reference.  Said  findings  are  in  Clerk  of  the  Board  of  Supervisors  File 
No. . 

(b)  Amendments  to  the  Planning  Code  for  the  P (Public  Use)  District  are  necessary  to 
facilitate  the  establishment,  use,  and  activation  of  Plazas  established  under  the  Plaza 
Program  and  other  temporary  uses  under  the  jurisdiction  of  other  City  departments.  The  P 
District  zoning  also  requires  technical  updates  to  its  language  and  deletion  of  obsolete 
provisions.  In  addition,  the  sign  controls  for  business  signs  in  P Districts  should  reflect  the 
business  sign  controls  in  adjacent  zoning  districts  other  than  residential  or  public  use  districts. 
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1 (c)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 

2 ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 

3 Code  Sections  21000  et  seq.).  The  Board  of  Supervisors  hereby  affirms  this  determination. 

4 Said  determination  is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No. 

5 and  is  incorporated  herein  by  reference. 

6 (d)  Pursuant  to  Planning  Code  Section  302,  the  Board  finds  that  the  proposed 

7 ordinance  will  serve  the  public  necessity,  convenience  and  welfare  for  the  reasons  set  forth  in 

8 Planning  Commission  Resolution  No. , which  reasons  are  incorporated  herein  by 

9 reference  as  though  fully  set  forth.  A copy  of  Planning  Commission  Resolution  No. 

1 0 is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No. 

11  . 

12  (e)  At  a duly  noticed  public  hearing  held  on , 2014,  the  Planning 

13  Commission  in  Resolution  No. found  that  the  proposed  Planning  Code 

14  amendments  contained  in  this  ordinance  are  consistent  with  the  City's  General  Plan  and  with 

1 5 the  Priority  Policies  of  Planning  Code  Section  101.1.  The  Commission  recommended  that  the 

16  Board  of  Supervisors  adopt  the  proposed  Planning  Code  amendments.  The  Board  finds  that 

17  the  proposed  Planning  Code  amendments  contained  in  this  ordinance  are  consistent  with  the 

18  City's  General  Plan  and  with  the  Priority  Policies  of  Planning  Code  Section  101.1  for  the 

19  reasons  set  forth  in  said  Resolution. 

20 

21  Section  2.  The  Planning  Code  is  hereby  amended  by  revising  Sections  234,  234.1 , 

22  and  234.2,  to  read  as  follows; 

23  SEC.  234.  P DISTRICTS. 

24 

25 
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In  addition  to  the  use  districts  otherwise  established  by  this  Code,  there  shall  also  be  in 
the  City  a Public  Use  District  herein  referred  to  as  a "P  District,"  to  apply  to  land  that  is  owned 
by  a governmental  agency  and  in  some  form  of  public  use,  including  open  space. 

The  purpose  of  designating  such  land  as  a P District  on  the  Zoning  Map  is  to  relate  the 
Zoning  Map  to  actual  land  use  and  to  the  Master  General  Plan  with  respect  to  such  land.  Any 
lot  in  a P District  may  be  occupied  by  a principal  use  listed  in  this  Section  234.1 , or  by  a 
conditional  use  listed  in  this  Section  234.2,  subject  to  applicable  regulations  of  this  Code.  Uses 
not  identified  under  Sections  234. 1 or  234.2  of  this  Code  are  not  permitted  in  any  P District  including 
the  limitations -of  Section  290 for  OS  (Open  Space)  Districts;  provided,  however --that -on  any  lot  in-a  P 

District,  which  lot  is  within  ‘A  mile  of  the  nearest-^C  ■j-or-Jndivklita-l  Area  Neighborhood  Commercial 

District  as  described  in  Article  7 of  this  -Code,  no  acccssojy  nonpublic  use  shall  be  pennitted,  unless 

such  use  orfeatur-e  complies  with  the  controls  which  are  applicable  in  any  NC-1  or  Individual  Area 

Neighborhood  Commercial  District  or  Restricted  Use  Subdistrict  located  within-%  mile  of  the  lot, 

exeluding  the  provisions  of  zoning  categoiy  .85,  as  defined  iu  Section  790.80  of  Article  7. 

SEC.  234.1.  PRINCIPAL  USES  PERMITTED,  P DISTRICTS. 

When  found  to  be  in  conformiN  with  the  General  Plan,  the  followins  uses  are  principally 

permitted  in  all  P Districts: 

(a)  Structures  and  uses  of  governmental  agencies  not  subject  to  regulation  by  this 

Code. 

(b)  Public  structures  and  uses  of  the  City  and  County  of  San  Francisco,  and  of  other 
governmental  agencies  that  are  subject  to  regulation  by  this  CodeTi-meluding  Neighborhood 
Agriculture,  as  defined  in  Planning  Code  Section-10235  and 

be)  accessory  Ancillary  nor\o\Ab\\c.  uses,  defined  as  related  or  unrelated  minor  uses  which  are 
incidental  and/or  subordinate  to  any  principal  or  conditional  use,  provided  that  the  ancillary  nonpublic 

uses  (1)  do  not  occupy  more  than  1/3  of  the  total  floor  area  occupied  bv  such  uses  and  the  principal  or 
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1 conditional  use  to  which  they  are  incidental  and/or  subordinate,  (2)  are  located  at  or  below  the  ground 

2 story  and  (3)  are  not  prohibited  in  any,  when  in  conformity  with-ihe  Master  Plan  and  the  provisions  of 

3 other  applicable  codes,  laws,  ordinances  and  regulations;  provided,  however,  that-on  any  lot  in  a P 

4 . District,  which  lot  is  within  V4  mile  of  the  nearest  NC-1  or  Individual  Area  Neighborhood 

5 Commercial  District  and/oT  Restricted  Use  Subdistrict  described  in  Article  2or  1 of  this  Code 

6 which  is  located  within  ’A  mile  of  the  subject  parcel,  no  accessory  nonpublic  use  shall  be  permitted. 

7 unrless-mich  use  or  feature  complies  with-tke- eontrels  which  are  applicable  in  any  NC  1 or  Individual 

8 Area  Neighborhood  Commercial  Distidct  located  within  ’A  mile  of  the  lot,  excluding  the  provisions  of 

9 zoning  category  .82,  as  defined -in-Section  790.80  of  this- Code. 

10  (d)  Neishborhood  Agriculture,  as  defined  in  Planning  Code  Section  102.35: 

1 1 fe)  Any  open  area,  park,  plaza  or  similar  space,  along  with  ancillary  buildinss,  open  to  or 

12  directly  serving  the  general  public  authorized  under  Section  94. X of  the  Administrative  Code  when  the 

13  parcel  in  question  is  owned  by  the  City  and  County  of  San  Francisco.  Such  space  may  provide 

14  commercial  or  non-commercial  offerings,  includins,  but  not  limited  to,  arts  activities:  entertaifvnent; 

15  food,  drink,  and/or  other  refreshment;  retail  sales;  sports;  and  seneral  recreation. 

16  (f)  Any  temporary  use  identified  in  Section  205  et.  seq.  of  this  Code,  resardless  of  the  zoning 

17  district  specified  in  that  Section  but  subject  to  the  time  limits  specified  in  that  Section  for  such 

18  temporary  use; 

19  f2)  Any  temporary  use  not  considered  in  Subsection  ff)  above,  for  which  an  enablins  action  is 

20  taken  by  either  (a)  the  Board  of  Supervisors  or  (b)  the  Recreation  and  Parks  Commission,  the 

21  Municipal  Transportation  Agency  Board  of  Directors,  or  other  City  Board  or  Commission  with 

22  jurisdiction  over  the  property.  Temporary  uses  authorized  under  this  Subsection  (2)  shall  be  (A)  limited 

23  to  a renewable  period  of  no  more  than  three  years  and  (B)  of  a nature  such  that  the  property  on  which 

24  the  temporary  use  is  located  can  be  readily  returned  to  the  state  in  which  it  existed  immediately  prior  to 

25  the  commencement  of  the  temporary  use. 
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SEC.  234.2.  CONDITIONAL  USES,  P DISTRICTS. 

The  following  uses  shall  require  Conditional  Use  authorization  from  be  subject  to  approval 
by  the  GUy  Planning  Commission,  as  provided  in  Section  303  of  this  Code  unless  otherwise 
permitted  under  Section  234.1  of  this  Code: 

(a)  For  any  P District  /Those  uses  listed  in  Sections  209.3(d),  (e),  (f),  (g),  (h),  (i),  Q): 
209.4(a);  209.5(a);  209.5(b);  209.5(d)  if  the  use  docs  not  comply  with  the  performance  and 
operational  standards  as  defined -by  Section  102.35(a);  209.5(e);  209.6(b);  209.6(c);  209.9(c)r-6f«6^ 
234.2(c)  and  (d)  of  this  Code.  Additionally.  Nei2hborhood  Agriculture,  as  defined  in  Section  209.5(d) 
of  this  Code,  if  it  does  not  comply  with  the  performance  and  operational  standards  as  contained  in 

Section  102.35(a): 

(b)  Additionally,  for  P Districts  located  within  the  risht-of-way  of  any  State  or  federal  hishway: 
With  respect  to  any  lot  in  a P District,  which  lot  is  within  % mile  of  the  nearest  NC-l  o-r-Indh'idual  Area 

Neighborhood  Commercial  District  as  described  in- Article  7 of  this-Gode,  no  accessofy  nonpublic  use 

shall  be  permitted,  unles-ssuch  use  or  feature  complies  with  the  contt'ols  \yhich  are  applicable  in  any 

NC  1 or  Individual  Area -Neighborhood  Commercial  District  or -Res-trieted  Use  Subdistrict  located 

within  ’A  mile  of  the  lot,  excluding  the  provisions -of  zoning  catcgoiy  .82,  as  defined  in  Section  ~90.SO  of 

Article  7. 

{e)  (IX  Parking  lot  or  garage  uses  listed  in  Sections  890. 7-through  890.12  of  this  Code 
when.-  (A)  adjacent  to  any  ieeated-withm  any  P district  within  the  Eastern  Neighborhoods  Mixed 
Use  Districtr  or  the  South  of  Market  Mixed  Use  District,  or  (B)  within  the  Market  and  Octavia 
Plan  Area,  and  within  the  right-of-way  of  any  Statc-or-  federal  highway. 

(d)  In  any  P Distric^yvhich  is  within  the  Eastern  Neighborhoods  Mixed  Use  District  and  the 
South  of-Maricet-Mixcd-Usc  District,  if  the  use  is  located  within  the  right-of-way  of  any  State  or  federal 

highway,  the  following  uses: 
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1 (^2)  Retail  and  personal  service  uses  when  adjacent  to  any  Eastern  Neighborhoods  Mixed 

2 Use  Districts  or  the  South  of  Market  Mixed  Use  District  and  primarily  meeting  the  needs  of 

3 commuters  on  nearby  streets  and  highways  or  persons  who  work  or  live  nearby,  provided 

4 that: 

5 (A)  The  space  is  on  the  ground  floor  of  a publlcly-accessible  parking  garage; 

6 (B)  The  total  gross  floor  area  per  establishment  does  not  exceed  2,500  square  feet; 

7 (C)  The  space  fronts  on  a major  thoroughfare;  and 

8 (D)  The  building  facade  incorporates  sufficient  fenestration  and  lighting  to  create  an 

9 attractive  urban  design  and  pedestrian-oriented  scale. 

10  (2)  Open  air-sale-  of-new-er  used  merchandise,  except  vehicles,  located  within  a publicly 

1 1 accessible  parldng  lot,  provided  that: 

12  (A)  Thcsale-ef-geeds  and  the  presence  of  any  booths  or  other  acccsso}y  appurtenances  arc 

13  limited  to  weekend  and/or  holiday  daytime  hours- 

14  (B)  Sufficient  numbers  of  publicly  accessible  toilets  and  trash  receptacles-  are  provided  on-site 

15  and  arc  adequately  maintained;  and 

16  (C)  The-sitc  and  vicinity  arc  maintained  free  of  trash  and  debris. 

17  (c)  Additionally,  for  P Districts  containins  property  owned  by  the  Cit\>  and  County  of  San 

18  Francisco,  any  use  not  principally  permitted  in  a P district  as  set  forth  in  Section  234.1  of  this  Code, 

19  exceptin2  dwelling  units  and  any  use  first  permitted  in  an  M-2  District. 

20 

21  Section  3.  The  Planning  Code  is  hereby  amended  by  revising  Sections  605,  to  read  as 

22  follows: 

23  SEC.  605.  PUBLIC  USE  DISTRICTS. 

24  All  applications  for  permits  to  erect  Bhusmess  signs  in  P Districts  shall  be  subject  to  the 

25  controls  of  this  Article  6 for  the  zoning  district  nearest  the  location  of  the  proposed  sisn,  other  than 
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Public  Districts  or  Residential  Districts,  submitted  to  the  City  Planmn^-G&mmission  for  approval  or 
disapprovah-T-ke-Gommission,  in  its  review,  shall  take-into  account  the  nature  of  the  property  ami  its 

use,  the  functional  ncccssity-for  the  sign,  theprepasedsize;  -loeation-;  design  and  content  of  the  sign,  the 

degree  of  its  harmony  with  the  public  purposes  of  the  property -and  with  the  suh-munding  area,  and  the 

restiictions  of  this  Code  for  sigfis  in  other  districts.  No  general  advertising  sign,  other  than  those 
signs  exempted  by  Section  603  of  this  Code,  shall  be  permitted. 

Section  4.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

Section  5.  Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions,  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

John  D.  Malamut 
Deputy  City  Attorney 

n:\land\as2013\9690086\00888878.doc 
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FILE  NO.  140063 


ORDINANCE  NO. 


[Public  Works  Code  - Plaza  Program] 


Ordinance  amending  the  Public  Works  Code,  by  adopting  Section  792,  to  establish  a 

permit  program  for  plazas  on  the  public  right-of-way  and  affirming  the  Planning 

Department’s  determination  under  the  California  Environmental  Quality  Act. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-imderline  italics  Times  New  Roman  font. 

Deletions  to  Codes  are  in  strikethrough  italics  Times  New  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethreugh-Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 


Section  1.  Findings. 

(a)  The  findings  set  forth  regarding  the  Plaza  Program  in  companion  legislation 
creating  Administrative  Code  Chapter  94  that  establishes  the  Plaza  Program  are  incorporated 
herein  by  reference.  Said  findings  are  in  Clerk  of  the  Board  of  Supervisors  File  No. 


(b)  A regulatory  program  governing  plazas  on  public  right-of-way,  which  are  referred  to 
as  Street  Plazas,  should  be  established  in  the  Public  Works  Code  and  under  the  jurisdiction  of 
the  Department  of  Public  Works. 

(c)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 
ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  The  Board  of  Supervisors  hereby  affirms  this  determination. 
Said  determination  is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No. 

and  is  incorporated  herein  by  reference. 
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Section  2.  The  Public  Works  Code  is  hereby  amended  by  adding  Section  792,  to  read 
as  follows: 

SEC.  792.  STREET  PLAZAS. 

(a)  Purpose.  The  purpose  of  this  Section  is  to  establish  a resulatory  prosi'am  for  Street  Plazas. 

as  defined  in  Administrative  Code  Chapter  94. 

(b ) Perm  it  Reauirem  en  ts. 

(DA  Street  Plaza  Permit  shall  be  processed  under  the  same  terms  and  requirements  as  a Street 

Encroachment  Permit,  also  known  as  a Major  Encroachment  Pennit,  in  Public  Works  Code  Section 

786  except  as  provided  in  this  Section  792. 

(2)  A Street  Plaza  Permit  is  not  subject  to  the  annual  assessment  fee  as  set  forth  in  Section 

786.7. 

(3)  Permit  Applicant.  The  applicant  for  a Street  Plaza  Permit  shall  have  a stron2. 

demonstrated  connection  to  the  neighborhood  in  which  the  Plaza  is  located. 

(4)  Application  Submittal.  In  addition  to  all  the  materials  required  for  a Street  Encroachment 

Permit  in  Section  786  et  seq.,  the  applicant  shall  provide  the  followins  information  as  part  of  the 

application  submittal: 

(A)  Information  demonstrating  the  requirements  of  Subsection  (b)(3)  above,  including 

but  not  limited  to.  documentation  of  public  outreach  processes  and  proposals  for  on-soin2  community 

encasement. 

(B)  Proposed  daily,  weekly,  and  monthly  prosrammed  hours  of  use  of  the  Street  Plaza 

on  an  annual  basis  for  which  the  Permit  will  be  active.  The  Pennit  shall  specify  a minimum  number  of 

yearly  prosrammed  events. 

(C)  Proposed  scope  of  activities  on  an  annual  basis  for  which  the  Permit  shall  be 
active.  This  may  include  use  of  moveable,  temporaiy,  or  fixed  furniture  or  structures:  maintenance  of 
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hardscave  and/or  landscayins  on  the  plaza:  seneral  programming  and  activation  of  the  Plaza:  and 

commercial  or  non-commercial  offerims,  includins,  but  not  limited  to,  arts  activities:  entertainment: 

food,  drink,  and/or  other  refreshment:  retail  sales:  sports:  and  general  recreation. 

(D)  The  number  of  proposed  restricted  access  events,  if  any,  that  will  be  held  annually. 

which  number  shall  not  exceed  eisht  (8)  such  events. 

fE)  Proposed  stratesies  to  ensase  with  existins  City  programs. 

(F)  A proposed  sisnase  pro2ram. 

(5)  Selection  of  Applicant  Prior  to  Permit  Processins. 

(A)  Three  (S)  months  prior  to  issuing  a permit  for  a Street  Plaza.  DPW  shall  post  the 

Plaza  site  with  a request  for  applications  and  place  a similar  request  on  the  Department’s  website. 

DPW  shall  make  reasonable  efforts  to  keep  the  Plaza  site  notice  visible  and  legible  durim  the  postins 

period. 

(B)  If  more  than  one  application  is  received  durins  this  notification  period,  the 
Department  shall  hold  a public  hearins  on  the  potential  applicantfs).  Based  on  the  information  and 

testimony  at  the  hearins  as  well  as  any  other  documentation  provided,  the  DPW  Director  shall  issue  a 

decision  concernin2  the  selected  applicant.  After  such  selection,  the  Department  shall  meet  with  the 

applicant  to  determine  what  outstanding  submission  materials  are  necessary  to  complete  permit 

processins. 

(C)  The  Department  shall  complete  any  outstanding  Permit  processins  steps  as  set  forth 

in  Section  786. 

(6)  Maintenance,  Liability,  Insurance,  and  Other  Permit  Terms. 

(A)  DPW  shall  specify?  in  the  Street  Plaza  Permit  the  scope  of  Permittee ’s  maintenance 

and  liability  responsibility  that  shall  apply  to  the  Permit  based  on  the  Permittee ’s  authorized  hours  of 

use  of  the  Street  Plaza  and  the  Permittee ’s  scope  of  activities. 
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(B)  The  Permit  shall  identify  required  liability,  indemnity,  and  insurance  covera2es,  as 


approved  by  the  City  Risk  Manaser  or  successor  asencv. 

(C)  The  Permit  shall  specify  the  number  of  annual  restricted  access  events,  if  any. 

(D)  The  Permit  shall  specify  that  the  Permit  may  be  deemed  abandoned  if  the  Plaza 

Permittee  conducts  less  than  the  stipulated  number  of  minimum  annual  prosrarnmed  events. 

(E)  The  Permit  shall  require  that  the  Steward  submit  a monthly  calendar  of  events  to 
the  local  District  Police  station,  the  DPW Director,  and  the  Plaza  Pro2ram  thirn-  (SO)  days  prior  to  the 

start  of  the  subject  month. 

(F)  Sisnase.  The  Permit  shall  authorize  a sienase  program. 

(G)  Financial  Records.  The  Street  Plaza  Permittee  shall  make  its  financial  records 
related  to  the  use  of  the  Street  Plaza  available  to  the  DPW  Director  for  inspection  upon  written  request 

of  the  Director. 

(7)  Because  certain  activities  may  require  additional  permits  or  approvals  from  City  or  State 

asencies,  boards,  commissions,  or  departments,  the  Street  Plaza  Permittee  shall  be  solely  responsible 

for  obtaining  all  other  permits  or  approvals  that  may  be  necessary  for  or  related  to  activities  at  the 

Street  Plaza.  Any  event  that  involves  at  least  one  of  the  followins  activities,  also  shall  be  required  to 

obtain  approval  from  the  Interdepartmental  Staff  Committee  on  Traffic  and  Transportation  fISCOTT): 

(A)  Sales  or  service  of  alcohol; 

(B)  A fuel-powered  senerator  with  a fuel  capacity  greater  than  10  sal  Ions: 

70  Installation  of  a tent  or  canopy  in  excess  of 400  square  feet: 

(D)  Closure  of  all  or  any  yortion  any  public  risht-of-wav  tansent  to  and/or  outside  the 

delineated  area  of  the  Plaza; 

(E)  Events  that  exceed  decibel  maximums  described  in  the  Plaza  Limited  Live 

Performance  permit,  if  applicable,  issued  pursuant  to  Police  Code  Sections  1060  et  seq.;  or 
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(F)  Activities  that  exceed  the  seneral  scope  of  the  Plaza  Major  Encroachment  Permit 

asreement  issued  to  the  approved  Plaza  Permittee. 

(8)  Due  to  possible  damage  to  City  infrastructure,  any  event  that  involves  at  least  one  of  the 

followins  activities  also  shall  be  required  to  obtain  review  and  possible  issuance  of  a Temporary 

Occupancy  permit  from  the  Department: 

(A)  Stases  that  are  not  pre-fabricated  and  that  require  installation  or  construction  with 

trained  staff:  or 

(B)  Any  structure  in  excess  of 250  vounds  per  square  inch. 

(9)  The  term  of  a Street  Plaza  Permit  shall  be  no  longer  than  5 years:  proyided,  howeyer,  that 

in  unique  circumstances  or  in  cases  where  the  Permittee  installs  significant  improyements  as  part  of  the 

permit,  the  DPW Director  is  authorized  to  proyide  for  a lonser  or  unlimited  term.  Notwithstandins  the 

aboye,  all  Street  Plaza  Permits  are  reyocable  at  the  will  of  the  DPW  Director. 

(10)  Re2ulations  for  Street  Plazas. 

fA)  All  Street  Plazas  shall  be  administered  by  the  DPW  Director  pursuant  to  the 
requirements,  rules,  and  resulations  set  forth  herein  or  in  re2ulations  that  the  DPW  Director  adopts. 

(B)  Operational  Requirements.  The  followins  operational  reauire?nents  shall  apply  to 

Street  Plazas  and  shall  be  posted  in  a prominent  location  in  each  Street  Plaza: 

(i)  Peddlins  and  Vendins  Merchandise.  No  verson  shall  brins,  or  cause  to  be  brousht, 

for  the  purposes  of  sale  or  barter,  or  haye  for  sale,  or  sell  in  exchanse,  or  offer  for  sale  or  exchange 

any  goods,  wares,  or  merchandise  in  the  Street  Plaza,  except  for  which  the  City  and  County  of  San 

Francisco  issues  any  required  permit  or  other  authorization.  Notwithstandins  the  above  provision,  the 

sale  or  distribution  of  newspapers,  periodicals,  or  other  printed  or  otherwise  expressive  material  is 

allowed  subject  to  the  applicable  requirements  of  the  Public  Works  Code. 

(ii)  Performance  of  Labor.  No  person,  other  than  authorized  City  personnel,  shall 
perform  any  labor,  on  or  upon  the  Plaza,  includins,  but  not  limited  to,  takins  up  or  replacing  soil,  turf 
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1 ground,  pavement,  structures,  trees,  shrubs,  plants,  smss,  flowers,  or  similar  activities  without  prior 

2 permission  from  the  DPW Director. 

3 (Hi)  Camping  Prohibited.  The  provisions  of  Park  Code  Section  3.12  concemin2 

4 camping  shall  apply  to  the  Plaza  except  that  the  DPW  Director  shall  administer  these  provisions. 

5 (iv)  No  Unpermitted  Structures.  There  shall  be  no  stationing  or  erectins  of  any 

6 structure(s)  on  the  Plaza  without  prior  permission  from  the  DPW  Director. 

1 (v)  No  Smokin2.  Pursuant  to  the  Municipal  Code,  smokins  is  prohibited  on  any 

8 unenclosed  area  of  property  in  the  City  and  County  of  San  Francisco  that  is  under  the  jurisdiction  of 

9 any  City  department  if  the  property  is  a park,  square,  garden,  sport  or  playins  field,  pier,  or  other 

10  property  used  for  recreational  purposes,  or  as  a farmers  ’ market.  Given  the  use  of  the  subject  areas  as 

1 1 an  outdoor  public  plazas,  this  prohibition  on  smokins  shall  apply  to  Street  Plazas. 

12  (yj)  Other  Restrictions. 

13  (aa)  There  shall  be  no  skateboardin2.  bicycle  ridins,  or  pets  off  leash,  without 

14  prior  permission  from  the  DPW  Director. 

15  (bb)  No  alcohol  is  allowed  to  be  consumed  in  City  Plazas  without  prior 

16  permission  from  the  DPW  Director  and  all  required  San  Francisco  and  State  authorizations  and 

17  permits. 

18  (cc)  General  Adyertizin2  is  prohibited. 

19  (c)  Additional  Requirements  Adopted  at  Time  of  Street  Plaza  Approval.  Other  regulations 

20  and  requirements  shall  be  adopted  when  each  Street  Plaza  is  lesislatively  approved  and  incorporated 

21  into  the  Plaza  Pro2ram  in  accordance  with  Administrative  Code  Chapter  94.  Such  re2ulations  and 

22  requirements  shall  be  posted  in  a prominent  location  in  each  Street  Plaza. 

23  (d)  Exceptions  to  Operational  Requirements  and  Permit  Terms. 

24  (1)  Operational  Requirements  Exceptions.  From  time  to  time  and  due  to  unique 

25  circumstances,  the  Operational  Requirements  set  forth  above  in  Subsections  (b)  or  (c)  may  not  be 
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approyriate  for  a particular  event.  In  such  cases,  and  after  a duly  noticed  public  hearing,  the  DPW 

Director  may  issue  an  exception  to  the  requirements  of  Subsections  (b)  or  (c)  if  he  or  she  finds  in  his  or 

her  sole  discretion  that  the  public  interest  would  be  served  by  the  2rant  of  the  exception. 

(2)  Permit  Terms  Exceptions.  After  written  request  from  a Permittee,  the  Director  is 
authorized  to  issue  non-material  exceptions  or  other  minor  amendments  to  the  terms  of  a Street  Plaza 

Permit.  The  Director  shall  issue  such  exceptions  in  writin2,  retain  the  sranted  exceptions  in  a file 

available  for  yublic  review,  and  shall  post  such  correspondence  on  the  Department ’s  and  Plaza 

Prosram ’s  website. 

(e)  Good  Nei2hbor  Policies. 

(1 ) The  Permittee  for  a Street  Plaza  shall  manase  the  Plaza  in  accordance  with  the  followins 

sood  neighbor  policies  durins  the  times  of  use  as  set  forth  in  the  Plaza  Permit: 

(A)  The  quiet,  safety,  and  cleanliness  of  the  Plaza  and  its  adjacent  area  shall  be 

maintained; 

(B)  Proper  and  adequate  stora2e  and  disposal  of  debris  and  sarba2e  shall  be  provided: 

(C)  Noise  and  odors,  unless  otherwise  permitted,  shall  be  contained  within  immediate 

area  of  the  Plaza  so  as  not  to  be  a nuisance  to  neishbors; 

(D)  Notices  shall  be  prominently  displayed  durins  events  that  urze  yatrons  to  leave  the 

Plaza  premises  and  nei2hborhood  in  a quiet,  peaceful,  and  orderly  fashion  and  to  ylease  not  litter  or 

block  driveways  in  the  neishborhood.  Such  notices  shall  be  removed  after  each  event:  and, 

(E)  Employees  of  the  Plaza  Permittee  shall  walk  a 100-foot  radius  from  the  Plaza  some 

time  within  thirty  (30)  minutes  after  the  daily  use  period  as  set  forth  in  the  Permit  and  shall  pick  up  and 

dispose  of  any  discarded  beverase  containers  and  other  trash  left  by  patrons. 

(2)  Exceptions.  After  written  request  from  a Steward,  the  DPW  Director  is  authorized  to  issue 

non-material  exceptions  or  other  minor  amendments  to  the  Good  Nei2hbor  Policies.  The  Director  shall 
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1 issues  such  exceptions  in  writins,  retain  the  sranted  exceptions  in  a file  available  for  vublic  review. 

2 and  shall  post  such  correspondence  on  the  Department’s  and  Plaza  Program ’s  website. 

3 (e)  Violation  of  Permit  or  Resulations:  Penalties. 

4 (1)  If  any  person  has  occupied  a Street  Plaza  in  violation  of  these  resulations  or  those  that  the 

5 DPW Director  has  adopted,  the  DPW Director  or  his  desisnee  or  agent  shall  immediately  order  the 

6 violator  to  vacate  the  occupied  area  or  abate  the  violation.  Should  the  violation  not  be  corrected  as 

7 ordered,  the  Permittee  or  person  shall  be  subject  to  the  actions  and  penalties  set  forth  below  for  each 

8 violation. 

9 (A)  Criminal  Penalty. 

10  (i)  Any  person  who  shall  violate  any  of  the  provisions  of  these  residations  shall  be 

1 1 2uiltv  of  an  infraction.  Every  violation  determined  to  be  an  infraction  is  punishable  by  (a)  a fine  not 

12  exceeding  $100  for  the  first  violation  within  one  year;  fb)  a fine  not  exceedins  $200  for  a second 

13  violation  within  one  year  from  the  date  of  the  first  violation:  (c)  a fine  not  exceeding  $500  for  the  third 

14  and  each  additional  violation  within  one  year  from  the  date  of  the  first  violation. 

15  (ii)  When  a government  official  authorized  to  enforce  this  Section  has  reasonable  cause 

16  to  believe  that  any  person  has  committed  an  infraction  in  the  official's  presence  that  is  a violation  of 

17  this  Section,  the  official  may  issue  a citation  to  that  person  pursuant  to  California  Penal  Code,  Part  II, 

18  Title  3,  Chanters  5,  5C,  and  5D. 

19  (B)  Administrative  Penalty.  In  the  alternative  to  the  criminal  penalty  authorized  by 

20  Subsection  (e)(1)(A)  of  this  Section,  Department  of  Public  Works  officials  designated  in  Section  38  of 

21  the  Police  Code  may  issue  administrative  citations  for  violations  of  these  regulations.  The 

22  administrative  penalty  shall  not  exceed  $300  per  day  for  each  violation.  Such  penalh^  shall  be  assessed. 

23  enforced,  and  collected  in  accordance  with  Section  39-1  of  the  Police  Code. 

24  (2)  The  Plaza  Program  will  establish  administrative  procedures  concerning  methods  to 

25  process,  address,  respond  to,  and  document  any  complaints  concerning  operation  of  a Plaza.  If  the 
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DPW  Director  receives  verified  complaints  conceniins  violations  of  the  terms  and  conditions  of  i In- 
Permit  within  the  initial  six  (6)  month  period  of  operation,  the  DPW  Director  shall  conduct  a piihl'u 
hearing  on  the  Permittee ’s  conduct.  After  the  initial  six  (6)  month  term,  the  DPW  Director  may  extend 

the  term  to  every  twelve  (12)  months  for  the  consideration  of  subsequent  complaints  and  action 

thereon.  Based  on  the  information  presented  at  the  hearins,  the  Director  may  terminate,  suspend. 

modify,  or  condition  the  Permit  or  take  any  other  action  the  Director  deems  appropriate  under  the 

terms  of  the  Permit  in  response  to  the  Permittee ’s  conduct. 

(3)  If  the  Permittee  conducts  less  than  the  minimum  number  of  annual  programmed  events 

stipulated  in  the  Permit,  the  Director  may  determine  that  the  Permit  has  been  abandoned  or  may 

terminate,  suspend,  modify,  or  condition  the  Permit  or  take  any  other  action  the  Director  deems 

appropriate  under  the  terms  of  the  Permit  in  response  to  the  Permittee ’s  conduct. 

(f)  Re2ulations  and  Orders.  The  Director  may  adopt  such  orders,  policies,  residations,  rules. 

or  standard  plans  and  specifications  as  he  or  she  deems  necessary  in  order  to  preserve  and  maintain 

the  public  health,  safety,  welfare,  and  convenience  (“Resulations”).  Such  Reflations  may  include. 

but  are  not  limited  to,  permit  application  materials,  placement  of  and  information  contained  on  si2ns. 

site  conditions,  accessibility  of  sidewalks  and  streets.  When  such  Reflations  may  affect  the  operations 

and  enforcement  of  the  Municipal  Transportation  Agency,  the  Director  of  the  Department  of  Public 

Works  shall  consult  with  and  provide  an  opportunity  to  comment  to  the  General  Manager  of  the 

Municipal  Transportation  Agency  prior  to  adoption  of  such  Resulations. 

Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 
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1 APPROVED  AS  TO  FORM: 

^ DENNIS  J.  HERRERA,  City  Attorney 

3 By:  

John  D.  Malamut 

4 Deputy  City  Attorney 
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FILE  NO.  140064 


ORDINANCE  NO. 


[Police  Code  - Plaza  Program  Entertainment  Permits] 


Ordinance  amending  the  Police  Code  to  include  “Plazas”  as  identified  in  Administrative 
Code,  Chapter  94,  as  a type  of  limited  live  performance  locale,  and  establish  various 
requirements  applicable  to  such  Plazas;  affirming  the  Planning  Department’s 
determination  under  the  California  Environmental  Quality  Act. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-imderline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikethrough  italks  Times  New- Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1.  Findings. 

(a)  The  Findings  set  forth  regarding  the  Plaza  Program  in  companion  legislation 

amending  the  Administrative  Code  Chapter  94  to  establish  the  Plaza  Program  are 
incorporated  herein  by  reference.  Said  findings  are  in  Clerk  of  the  Board  of  Supervisors  File 
No. . 

(b)  A regulatory  program  authorizing  loudspeaker  permits  for  a maximum  of  one  year 
would  facilitate  and  ease  activation  of  Plazas  established  under  the  Plaza  Program. 

(c)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 
ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  The  Board  of  Supervisors  hereby  affirms  this  determination. 
Said  determination  is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No. 
and  is  incorporated  herein  by  reference. 
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Section  2.  The  Police  Code  is  hereby  amended  by  revising  Sections  1060,  1060.1, 
1060.3.1,  1060.19,  and  1060.28,  to  read  as  follows: 

SEC.  1060.  DEFINITIONS. 

For  the  purposes  of  this  Article,  unless  otherwise  provided  in  this  Article,  the  following 
words  and  phrases  shall  mean  and  include: 

(r)  "Limited  Live  Performance  Locale."  A locale  with  all  the  following  features: 

(1 ) The  presentation  of  Live  Performances  is  a secondary  purpose  of  the  locale 
rather  than  its  primary  purpose. 

(2)  The  locale  is  indoors,  or  consists  of  an  outdoor  plaza,  courtyard,  or  similar 
space,  enclosed  by  surrounding  buildings,  with  or  without  open  means  of  public  ingress  and 
egress,  with  an  area  in  which  Live  Performances  are  presented  that  is  no  greater  than  200 
square  feet.  For  purposes  of  this  Subsection,  “outdoor  plaza,  courU'ard,  or  similar  space"  also  shall 
include  any  Plaza  as  identified  in  Administrative  Code  Chapter  94,  resardless  of  the  square  footase  of 

the  Live  Performance  area. 

(3)  Live  Performances  presented  at  the  locale  conclude  by  10  p.m.,  except  as 
otherwise  provided  in  Section  1060.38.1. 

(4)  The  locale  is  not  a private  residence. 

(5)  Patrons  or  members  are  admitted  to  the  locale,  which  serves  food,  beverages, 
or  food  and  beverages,  including  but  not  limited  to  alcoholic  beverages,  for  consumption  on 
the  premises. 

SEC.  1060.1.  PERMIT  REQUIRED. 
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(a)  It  shall  be  unlawful  for  any  Person  to  own,  conduct,  operate,  or  maintain,  or  to 
cause  or  permit  to  be  conducted,  operated,  or  maintained,  any  Place  of  Entertainment, 

Limited  Live  Performance  Locale,  or  One-Time  Event  in  the  City  and  County  of  San  Francisco 
without  first  having  obtained  the  required  permit  from  the  Director  or  Entertainment 
Commission.  No  Person  shall  operate  a Place  of  Entertainment  between  2:00  a.m.  and  6:00 
a.m.  without  having  both  a Place  of  Entertainment  Permit  and  an  Extended-Hours  Premises 
Permit. 

(b)  It  shall  be  unlawful  for  any  Person  to  conduct,  operate  or  maintain,  or  cause  or 
permit  to  be  conducted,  operated,  or  maintained,  a Place  of  Entertainment,  Limited  Live 
Performance  Locale,  or  Cne-Time  Event  for  which  a permit  has  been  granted  (1)  after  the 
permit  has  been  revoked  or  is  otherwise  invalid  or  (2)  for  any  period  of  time  during  which  the 
permit  has  been  suspended. 

(c)  It  shall  be  unlawful  for  any  Person  who  is  required  to  surrender  a permit  upon  the 
sale  of  a Business  as  required  under  Section  1060.24(b)  to  fail  to  do  so. 

(d)  Any  place  or  premises  where  a Place  of  Entertainment  Permit,  Limited  Live 
Performance  Permit,  or  Cne-Time  Event  Permit  is  sought  must  [IX  conform  to  all  existing 
health,  safety,  zoning,  g^fire.  and  other  Municwal  ordinances  of  the  City  and  County  of  San 
Francisco,  and  (2)  must  have  a valid  permit  to  operate  (formerly  referenced  in  this  Article  as  a 
public  eating  place  permit)  from  the  Department  of  Public  Health,  if  applicable  . The 
Entertainment  Commission,  including  the  Director  in  the  case  of  a Cne-Time  Event  Permit, 
may  issue  a permit  under  this  Article  conditional  upon  the  applicant  receiving  the  other 
required  permits. 

SEC.  1060.3.1.  APPLICATION  FORM  FOR  LIMITED  LIVE  PERFORMANCE 
PERMIT. 
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An  application  for  a Limited  Live  Performance  Permit  shall  specify  the  following  and 
be  signed  under  penalty  of  perjury: 

(a)  The  name  and  street  address  of  the  Business  for  which  the  permit  is  sought^ 
however,  if  the  application  relates  to  a Plaza  as  identified  in  Administrative  Code  Chayter  94,  the 

application  shall  instead  include  the  name  and  location  of  the  Plaza  and  the  name  and  street  address  of 

the  Steward  or  permittee  of  the  Plaza. 

SEC.  1060.19.  PERMIT  FEE;  EXEMPTIONS. 

The  provisions  of  Section  1060.2  relating  to  a permit  fee  shall  not  apply  to  any  Place 
of  Entertainment  or  Limited  Live  Performance  Locale  used  exclusively  for  any  of  the  following 

purposes: 

(a)  Places  of  Entertainment  or  Limited  Live  Performance  Locales  that  are  operated 
by  any  public  agency  or  by  any  educational,  recreational  or  social  agency,  or  by  any  bona  fide 
fraternal,  charitable,  or  religious  or  benevolent  or  any  other  nonprofit  organization  having  a 
regular  membership  association  primarily  for  mutual  social,  mental,  political  and  civic  welfare, 
to  which  admission  is  limited  to  members  and  guests  and  revenue  accruing  therefrom  to  be 
used  exclusively  for  the  benevolent  purposes  of  said  organization  and  which  organization  or 
agency  is  exempt  from  taxation  under  the  Internal  Revenue  laws  of  the  United  States  as  a 
bona  fide  fraternal,  charitable,  religious,  benevolent  or  nonprofit  organization. 

fb)  Notwithstanding  the  above  Subsection,  the  Steward  or  permittee  for  a Plaza  as  identified  in 

Administrative  Code  Chapter  94  shall  be  subject  to  the  permit  fee  of  Section  1060.2. 

SEC.  1060.28.  EARPLUGS  AND  FREE  DRINKING  WATER. 

{a)  If  the  location  for  which  the  place  of  entertainment  permit  is  issued  contains  a 
dance  floor  or  other  place  primarily  designated  for  dancing,  the  permit  holder  shall  provide: 
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(tsf-7)  Free  cool  drinking  water  to  patrons  by  means  of  an  automatic  drinking  fountain 
or  by  providing  cups  of  water  at  all  beverage  service  locations,  or  both;  and 

{h  2)  Earplugs  for  free,  or  for  sale  on  the  premises  at  a reasonable  price. 
fb)  Notwithstandins  the  above  Subsection,  these  requirements  shall  not  apply  to  a Plaza  as 

identified  in  Administrative  Code  Chapter  94. 

Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance 

Section  4.  Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions,  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

John  D.  Malamut 
Deputy  City  Attorney 
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FILE  NO.  140236 


LEGISLATIVE  DIGEST 


[Planning  Code  - Mission  Alcoholic  Beverage  Special  Use  District] 

Ordinance  amending  the  Planning  Code,  Mission  Alcoholic  Beverage  Special  Use 
District,  to  allow  mini-golf  courses  functionally  and/or  physically  Integrated  with  a 
restaurant  use  to  obtain  liquor  licenses;  and  making  environmental  findings,  Planning 
Code,  Section  302,  findings,  and  findings  of  consistency  with  the  General  Plan,  and  the 
eight  priority  policies  of  Planning  Code,  Section  101.1. 

Existing  Law 

The  Planning  Code  establishes  several  Alcohol  Restricted  Districts.  These  are  areas  of  the 
City  where  new  establishments  that  sell  alcohol  (whether  for  consumption  on-  or  off-  the 
premises)  are  limited  or  prohibited.  These  restrictions  are  usually  created  in  order  to  preserve 
the  character  of  the  different  neighborhoods,  and  to  address  the  numerous  peace,  health, 
safety  and  general  welfare  problems  associated  with  the  existence  of  a large  concentration  of 
establishments  that  sell  alcohol.  (See,  e.g..  Section  249.60  [Mission  Alcoholic  Beverage 
Special  Use  District];  Section  249.62  [Third  Street  Alcohol  Restricted  Use  District];  Section 
783  [Divisadero  Street  Alcohol  Restricted  Use  District];  and  Section  784  [Lower  Haight  Street 
Alcohol  Restricted  Use  District].) 


Amendments  to  Current  Law 


This  Ordinance  would  amend  the  Mission  Alcoholic  Beverage  Special  Use  District  to  create  a 
narrow  exception,  to  allow  mini-golf  courses  to  serve  alcoholic  beverages,  if  they  are 
functionally  and/or  physically  integrated  with  a restaurant  use.  Bowling  alleys  currently  enjoy 
a similar  exception. 
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FILE  NO.140236 


ORDINANCE  NO. 


[Planning  Code  - Mission  Alcoholic  Beverage  Special  Use  District] 


Ordinance  amending  the  Planning  Code,  Mission  Alcoholic  Beverage  Special  Use 
District,  to  allow  mini-golf  courses  functionally  and/or  physically  integrated  with  a 
restaurant  use  to  obtain  liquor  licenses;  and  making  environmental  findings,  Planning 
Code,  Section  302  findings,  and  findings  of  consistency  with  the  General  Plan,  and  the 
eight  priority  policies  of  Planning  Code,  Section  101.1. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-underline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikethrough  italics  Times  New  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough-Anat  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 


Section  1.  Findings. 

(a)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 

ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  Said  determination  is  on  file  with  the  Clerk  of  the  Board  of 
Supervisors  in  File  No. and  is  incorporated  herein  by  reference. 

(b)  Pursuant  to  Planning  Code  Section  302,  this  Board  finds  that  this  Planning  Code 
amendment  will  serve  the  public  necessity,  convenience,  and  welfare  for  the  reasons  set  forth 

in  Planning  Commission  Resolution  No. and  the  Board  incorporates  such  reasons 

herein  by  reference.  A copy  of  Planning  Commission  Resolution  No. is  on  file  with  the 

Clerk  of  the  Board  of  Supervisors  in  File  No. . 
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(c)  On , the  Planning  Commission,  in  Resolution  No.  . adopted 

findings  that  the  actions  contemplated  in  this  ordinance  are  consistent,  on  balance,  with  the 
City’s  General  Plan  and  eight  priority  policies  of  Planning  Code  Section  101.1 . The  Board 
adopts  these  findings  as  its  own.  A copy  of  said  Resolution  is  on  file  with  the  Clerk  of  the 
Board  of  Supervisors  in  File  No. , and  is  incorporated  herein  by  reference. 

Section  2.  The  Planning  Code  is  hereby  amended  by  revising  Section  249.60,  to  read 
as  follows: 

SEC.  249.60.  MISSION  ALCOHOLIC  BEVERAGE  SPECIAL  USE  DISTRICT. 

The  Mission  Alcoholic  Beverage  Special  Use  District  (SUD)  applies  to  the  area 
generally  bounded  by  Guerrero  Street,  San  Jose  Avenue,  Randall  Street,  Mission  Street, 
Cesar  Chavez  Street,  Potrero  Avenue  and  Fourteenth  Street,  as  designated  on  Sectional 
Maps  7SU  and  8SU  of  the  Zoning  Map  of  the  City  and  County  of  San  Francisco.  The  controls 
apply  only  within  the  boundaries  of  the  SUD.  There  is  a large  number  of  establishments 
dispensing  alcoholic  beverages,  including  beer  and  wine,  for  both  on-site  and  off-site 
consumption  in  this  area.  Bars  and  Restaurants  are  concentrated  on  the  commercial  corridors 
of  Valencia  Street,  Mission  Street,  and  24th  Street.  Liquor  Stores  selling  off-site  liquor  are 
distributed  throughout  this  area.  This  concentration  of  alcoholic  beverage  establishments  has 
contributed  to  numerous  peace,  health,  safety  and  general  welfare  problems  in  the  area. 

The  SUD,  which  has  been  in  effect  since  1987,  was  established  to  prohibit  new 
establishments,  or  expansion  of  existing  establishments,  selling  alcoholic  beverages  within 
the  area  and  prohibited  the  transfer  of  liquor  licenses.  This  has  resulted  in  a freezing  of 
entitlements  that  have  less  rigorous  required  operating  conditions  than  are  required  today. 
While  a net  increase  in  Liquor  Stores  will  continue  to  be  prohibited,  the  transfer  of  a liquor 
license  is  permissible  if  the  operating  conditions  currently  in  effect  in  the  City  and  County  of 
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San  Francisco  are  imposed  on  the  transferee.  The  area  would  also  benefit  from  new  Grocery 
Stores  of  any  size  that  may  incidentally  sell  alcoholic  beverages. 

The  following  restrictions  shall  apply  within  such  district: 

(a)  Prohibition  of  New  Liquor  Stores.  No  new  Liquor  Store,  as  defined  in  Section 
790.55  of  this  Code,  shall  be  permitted  in  the  SUD,  except  that  an  existing  Liquor  Store  may 
relocate  pursuant  to  subsection  (d)  below. 

(b)  Allowed  Alcohol-related  Uses.  Certain  uses  which  are  not  likely  to  generate 
negative  impacts  on  the  surrounding  area  shall  be  allowed  within  the  SUD  as  set  forth  below; 

(1 ) The  following  uses  shall  be  eligible  for  liquor  licenses  transferred  from  within 
the  SUD  as  well  as  licenses  transferred  from  outside  the  SUD: 

(A)  Bona  Fide  Eating  Places.  A Restaurant  Use,  as  defined  in  Section  790.91  of 
this  Code,  operating  as  a Bona  Fide  Eating  Place,  as  defined  in  Section  790.142,  shall  be 
permitted  to  serve  alcoholic  beverages  in  this  SUD. 

(B)  Non-Profit  Theaters.  A non-profit  theater  shall  be  permitted  to  serve 
alcoholic  beverages  in  this  SUD.  A "non-profit  theater"  shall  mean  a building  or  part  of  a 
building  intended  to  be  used  for  the  specific  purposes  of  presenting  any  act,  play,  revue, 
pantomime,  scene,  song,  dance  act,  or  song  and  dance  act,  conducted  or  participated  in  by 
one  or  more  persons,  whether  or  not  such  person  or  persons  are  compensated  for  such 
performance,  and  which  is  exempted  from  payment  of  income  tax  under  Section  23701  d of 
the  California  Revenue  and  Taxation  Code  and  Section  501(c)(3)  of  the  Internal  Revenue 
Code  of  the  United  States.  A "non-profit  theater"  shall  not  include  any  dance  hall,  as  defined 
in  Section  1022  of  the  San  Francisco  Police  Code,  a billiard  parlor,  pool  hall,  bowling  alley,  or 
adult  entertainment  business  as  defined  in  Section  790.36  of  this  Code. 
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(C)  Bowling  Alievs  and  Mini-Golf  Courses.  A bowling  alley  or  a mini-solf  course 


shall  be  permitted  to  serve  alcoholic  beverages  along  with  any  Restaurant  use  which  is 
functionally  and/or  physically  integrated  with  such  bowling  alley  or  mini-2olf  course. 

(D)  Single  Screen  Movie  Theaters.  A single  screen  movie  theater  shall  be 
permitted  to  serve  alcoholic  beverages,  provided  that  (i)  such  use  is  defined  as  a movie 
theater  in  Section  790.64  of  this  Code  and  contains  only  a single  screen  and  auditorium,  (ii) 
only  beer  and  wine  are  offered  for  consumption,  and  (iii)  such  beer  and  wine  are:  (aa)  only 
consumed  on  the  premises  and  primarily  in  the  main  theater  auditorium,  (bb)  only  sold  and 
consumed  by  ticketholders  and  only  immediately  before  and  during  performances,  and  (cc) 
only  offered  in  conjunction  with  the  screening  of  films  and  not  as  an  independent  element  of 
the  establishment  that  is  unrelated  to  the  viewing  of  films. 

(2)  The  following  uses  shall  be  eligible  for  liquor  licenses  transferred  from  within 
the  district: 

(A)  General  Groceries  as  defined  in  Section  790.102  (a)  of  this  Code  or 
Specialty  Groceries,  as  defined  in  Section  790.102  (b)  that  are  5,000  square  feet  or  smaller  so 
long  as  the  percentage  of  gross  square  footage  devoted  to  alcohol  sales  is  consistent  with  the 
limits  set  forth  in  Section  703.2(b)(1)(C)(vi).  Such  use  shall  require  a Conditional  Use 
authorization  and  shall  be  limited  to  a Type  20  Liquor  License  for  Specialty  Groceries  and 
General  Groceries,  except  that  such  use  shall  not  sell  a single  beer  or  malt  beverage  in  a 
container  size  of  24  oz.  or  smaller,  or  sell  any  malt  beverage  with  an  alcohol  content  greater 
than  5.7%  by  volume;  or  any  wine  in  a container  size  less  than  375  ml  or  with  an  alcohol 
content  of  greater  than  15%  by  volume,  except  for  "dinner  wines"  that  have  been  aged  two 
years  or  more  and  maintained  in  a corked  bottle. 

(B)  General  Groceries  as  defined  in  Section  790.102  (a)  of  this  Code  or 
Specialty  Groceries,  as  defined  in  Section  790.102  (b)  that  are  greater  than  5,000  square  feet. 
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Such  use  shall  require  a Conditional  Use  authorization  and  shall  be  subject  to  the  limitations 
set  forth  in  Section  790.55  of  this  Code. 

(C)  A new  or  relocated  Bar,  as  defined  in  Section  790.22,  shall  be  considered 
pursuant  to  the  underlying  zoning,  except  that  such  authorization  shall  be  as  a Conditional 
Use.  A new  Bar  shall  use  a liquor  license  transferred  from  another  Bar  from  within  the  SUD. 

(c)  Existing  Liquor  Establishments.  For  purposes  of  this  subsection,  "liquor 
establishment"  shall  mean  any  establishment  licensed  by  the  State  of  California  to  sell 
alcoholic  beverages  except  for  those  uses  listed  in  subsection  (b)(1)-(2)  above.  Any  liquor 
establishment  lawfully  existing  prior  to  the  effective  date  of  this  Ordinance  No.  180-13  and 
licensed  by  the  State  of  California  for  the  retail  sale  of  alcoholic  beverages,  so  long  as 
otherwise  lawful,  is  considered  a nonconforming  use  pursuant  to  Section  180  , and  is  subject 
to  the  restrictions  of  Sections  181  and  183  with  the  following  exceptions: 

(1 ) Renovation  and  Repair.  Temporary  closure  of  an  existing  liquor  establishment 
for  not  more  than  120  days  for  repair,  renovation  or  remodeling  is  allowed  so  long  as  such 
repair,  renovation,  or  remodeling  brings  the  existing  use  into  closer  conformity  with  the 
controls  of  this  SUD,  with  the  underlying  zoning,  or  with  urban  design  principles  found 
elsewhere  in  this  Code  for  active  ground  floor  commercial  spaces. 

(2)  Relocation.  Relocation  of  an  existing  liquor  establishment  in  this  SUD  to 
another  location  within  this  SUD  may  be  allowed  with  Conditional  Use  authorization  from  the 
Planning  Commission. 

(3)  Expansion.  An  existing  liquor  establishment  may  expand  its  use  with 
Conditional  Use  authorization  from  the  Planning  Commission.  In  reviewing  the  application  for 
such  expansion,  the  Commission  shall  consider  the  establishment's  prior  operating 
conditions. 
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(d)  Good  Neighbor  Policies.  The  operating  conditions  established  in  Section  703.5 
of  this  Code  shall  apply  to  all  liquor  establishments  in  this  SLID  in  order  to  maintain  the  safety 
and  cleanliness  of  the  premises  and  vicinity.  In  addition,  all  new,  relocated,  or  expanded  liquor 
establishments,  and  any  liquor  establishment  with  a license  referred  for  review  to  the  Planning 
Department  by  the  State  of  California  Department  of  Alcohol  Beverage  Control,  shall  comply 
with  the  requirements  set  forth  below.  Liquor  establishment  shall  have  the  meaning  set  forth  in 
subsection  (c)  above. 

(1 ) The  liquor  establishment  shall  provide  outside  lighting  in  a manner  sufficient  to 
illuminate  street  and  sidewalk  areas  and  any  adjacent  parking,  as  appropriate  to  maintain 
security,  without  disturbing  area  residences. 

(2)  No  more  than  33  percent  of  the  square  footage  of  the  windows  and  clear  doors 
of  the  liquor  establishment  shall  bear  advertising  or  signage  of  any  sort,  and  all  advertising 
and  signage  shall  be  placed  and  maintained  in  a manner  than  ensures  that  law  enforcement 
personnel  have  a clear  and  unobstructed  view  of  the  interior  of  the  premises  from  the  exterior 
public  sidewalk  or  entrance  to  the  premises.  This  requirement  shall  not  apply  to  premises 
where  there  are  no  windows,  or  where  existing  windows  are  located  at  a height  that  precludes 
a view  of  the  interior  of  the  premises  to  a person  standing  outside  the  premises.  Street  facing 
facades  shall  maintain  at  least  50  percent  clear  and  visually-permeable  glazing. 

For  any  use  authorized  pursuant  to  a Conditional  Use  authorization  after  the 

effective  date  of  Ordinance  No. repeated  violations  of  the  Good  Neighbor  Policies  set 

forth  in  this  Section,  of  the  operating  conditions  set  forth  in  Section  703.5  of  this  Code,  or  of 
any  conditions  associated  with  a Condition  of  Approval  shall  require  a hearing  at  the  Planning 
Commission  to  consider  revocation  of  the  Conditional  Use  authorization. 

(e)  Fringe  Financial  Services.  In  addition  to  all  other  applicable  controls  set  forth  in 
this  Code,  properties  in  the  Mission  Alcoholic  Beverage  Special  Use  Subdistrict  are  within  the 
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Fringe  Financial  Service  Restricted  Use  District  established  by  Section  249.35  and  are  subject 
0 the  controls  and  exemptions  set  forth  in  Section  249.35. 

Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

ANDREA  RUIZ-ESQUIDE 
Deputy  City  Attorney 
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FILE  NO.  140236 


LEGISLATIVE  DIGEST 


[Planning  Code  - Mission  Alcoholic  Beverage  Special  Use  District] 

Ordinance  amending  the  Planning  Code,  Mission  Alcoholic  Beverage  Special  Use 
District,  to  allow  mini-golf  courses  functionally  and/or  physically  integrated  with  a 
restaurant  use  to  obtain  liquor  licenses;  and  making  environmental  findings,  Planning 
Code,  Section  302,  findings,  and  findings  of  consistency  with  the  General  Plan,  and  the 
eight  priority  policies  of  Planning  Code,  Section  101.1. 

Existing  Law 


The  Planning  Code  establishes  several  Alcohol  Restricted  Districts.  These  are  areas  of  the 
City  where  new  establishments  that  sell  alcohol  (whether  for  consumption  on-  or  off-  the 
premises)  are  limited  or  prohibited.  These  restrictions  are  usually  created  in  order  to  preserve 
the  character  of  the  different  neighborhoods,  and  to  address  the  numerous  peace,  health, 
safety  and  general  welfare  problems  associated  with  the  existence  of  a large  concentration  of 
establishments  that  sell  alcohol.  (See,  e.g..  Section  249.60  [Mission  Alcoholic  Beverage 
Special  Use  District];  Section  249.62  [Third  Street  Alcohol  Restricted  Use  District];  Section 
783  [Divisadero  Street  Alcohol  Restricted  Use  District];  and  Section  784  [Lower  Haight  Street 
Alcohol  Restricted  Use  District].) 


Amendments  to  Current  Law 


This  Ordinance  would  amend  the  Mission  Alcoholic  Beverage  Special  Use  District  to  create  a 
narrow  exception,  to  allow  mini-golf  courses  to  serve  alcoholic  beverages,  if  they  are 
functionally  and/or  physically  integrated  with  a restaurant  use.  Bowling  alleys  currently  enjoy 
a similar  exception. 
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FILE  NO.140236 


ORDINANCE  NO. 


[Planning  Code  - Mission  Alcoholic  Beverage  Special  Use  District] 


Ordinance  amending  the  Planning  Code,  Mission  Alcoholic  Beverage  Special  Use 
District,  to  allow  mini-golf  courses  functionally  and/or  physically  integrated  with  a 
restaurant  use  to  obtain  liquor  licenses;  and  making  environmental  findings.  Planning 
Code,  Section  302  findings,  and  findings  of  consistency  with  the  General  Plan,  and  the 
eight  priority  policies  of  Planning  Code,  Section  101.1. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-underline  italics  Times  New  Roman  font. 

Deletions  to  Codes  are  in  strikethrough  italics  Times  New  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  st-nkethreugh  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 

subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco; 

Section  1.  Findings. 

(a)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 

ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  Said  determination  is  on  file  with  the  Clerk  of  the  Board  of 
Supervisors  in  File  No. and  is  incorporated  herein  by  reference. 

(b)  Pursuant  to  Planning  Code  Section  302,  this  Board  finds  that  this  Planning  Code 
amendment  will  serve  the  public  necessity,  convenience,  and  welfare  for  the  reasons  set  forth 

in  Planning  Commission  Resolution  No. and  the  Board  incorporates  such  reasons 

herein  by  reference.  A copy  of  Planning  Commission  Resolution  No. is  on  file  with  the 

Clerk  of  the  Board  of  Supervisors  in  File  No. . 


Supervisor  Campos 

BOARD  OF  SUPERVISORS 


Page  1 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


(c)  On the  Planning  Commission,  in  Resolution  No. adopted 

findings  that  the  actions  contemplated  in  this  ordinance  are  consistent,  on  balance,  with  the 
City’s  General  Plan  and  eight  priority  policies  of  Planning  Code  Section  101.1.  The  Board 
adopts  these  findings  as  its  own.  A copy  of  said  Resolution  is  on  file  with  the  Clerk  of  the 
Board  of  Supervisors  in  File  No. , and  is  incorporated  herein  by  reference. 

Section  2.  The  Planning  Code  is  hereby  amended  by  revising  Section  249.60,  to  read 
as  follows: 

SEC.  249.60.  MISSION  ALCOHOLIC  BEVERAGE  SPECIAL  USE  DISTRICT. 

The  Mission  Alcoholic  Beverage  Special  Use  District  (SUD)  applies  to  the  area 
generally  bounded  by  Guerrero  Street,  San  Jose  Avenue,  Randall  Street,  Mission  Street, 
Cesar  Chavez  Street,  Potrero  Avenue  and  Fourteenth  Street,  as  designated  on  Sectional 
Maps  7SU  and  8SU  of  the  Zoning  Map  of  the  City  and  County  of  San  Francisco.  The  controls 
apply  only  within  the  boundaries  of  the  SUD.  There  is  a large  number  of  establishments 
dispensing  alcoholic  beverages,  including  beer  and  wine,  for  both  on-site  and  off-site 
consumption  in  this  area.  Bars  and  Restaurants  are  concentrated  on  the  commercial  corridors 
of  Valencia  Street,  Mission  Street,  and  24th  Street.  Liquor  Stores  selling  off-site  liquor  are 
distributed  throughout  this  area.  This  concentration  of  alcoholic  beverage  establishments  has 
contributed  to  numerous  peace,  health,  safety  and  general  welfare  problems  in  the  area. 

The  SUD,  which  has  been  in  effect  since  1987,  was  established  to  prohibit  new 
establishments,  or  expansion  of  existing  establishments,  selling  alcoholic  beverages  within 
the  area  and  prohibited  the  transfer  of  liquor  licenses.  This  has  resulted  in  a freezing  of 
entitlements  that  have  less  rigorous  required  operating  conditions  than  are  required  today. 
While  a net  increase  in  Liquor  Stores  will  continue  to  be  prohibited,  the  transfer  of  a liquor 
license  is  permissible  if  the  operating  conditions  currently  in  effect  in  the  City  and  County  of 
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San  Francisco  are  imposed  on  the  transferee.  The  area  would  also  benefit  from  new  Grocery 
Stores  of  any  size  that  may  incidentally  sell  alcoholic  beverages. 

The  following  restrictions  shall  apply  within  such  district: 

(a)  Prohibition  of  New  Liquor  Stores.  No  new  Liquor  Store,  as  defined  in  Section 
790.55  of  this  Code,  shall  be  permitted  in  the  SUD,  except  that  an  existing  Liquor  Store  may 
relocate  pursuant  to  subsection  (d)  below. 

(b)  Allowed  Alcohol-related  Uses.  Certain  uses  which  are  not  likely  to  generate 
negative  impacts  on  the  surrounding  area  shall  be  allowed  within  the  SUD  as  set  forth  below; 

(1 ) The  following  uses  shall  be  eligible  for  liquor  licenses  transferred  from  within 
the  SUD  as  well  as  licenses  transferred  from  outside  the  SUD: 

(A)  Bona  Fide  Eating  Places.  A Restaurant  Use,  as  defined  in  Section  790.91  of 
this  Code,  operating  as  a Bona  Fide  Eating  Place,  as  defined  in  Section  790.142,  shall  be 
permitted  to  serve  alcoholic  beverages  in  this  SUD. 

(B)  Non-Profit  Theaters.  A non-profit  theater  shall  be  permitted  to  serve 
alcoholic  beverages  in  this  SUD.  A "non-profit  theater"  shall  mean  a building  or  part  of  a 
building  intended  to  be  used  for  the  specific  purposes  of  presenting  any  act,  play,  revue, 
pantomime,  scene,  song,  dance  act,  or  song  and  dance  act,  conducted  or  participated  in  by 
one  or  more  persons,  whether  or  not  such  person  or  persons  are  compensated  for  such 
performance,  and  which  is  exempted  from  payment  of  income  tax  under  Section  23701  d of 
the  California  Revenue  and  Taxation  Code  and  Section  501(c)(3)  of  the  Internal  Revenue 
Code  of  the  United  States.  A "non-profit  theater"  shall  not  include  any  dance  hall,  as  defined 
in  Section  1022  of  the  San  Francisco  Police  Code,  a billiard  parlor,  pool  hall,  bowling  alley,  or 
adult  entertainment  business  as  defined  in  Section  790.36  of  this  Code. 
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(C)  Bowling  Alievs  and  Mini-Golf  Courses.  A bowling  alley  or  a mini-^olf  course 


shall  be  permitted  to  serve  alcoholic  beverages  along  with  any  Restaurant  use  which  is 
functionally  and/or  physically  integrated  with  such  bowling  alley  or  mini-^olf  course. 

(D)  Single  Screen  Movie  Theaters.  A single  screen  movie  theater  shall  be 
permitted  to  serve  alcoholic  beverages,  provided  that  (i)  such  use  is  defined  as  a movie 
theater  in  Section  790.64  of  this  Code  and  contains  only  a single  screen  and  auditorium,  (ii) 
only  beer  and  wine  are  offered  for  consumption,  and  (iii)  such  beer  and  wine  are:  (aa)  only 
consumed  on  the  premises  and  primarily  in  the  main  theater  auditorium,  (bb)  only  sold  and  ' 
consumed  by  ticketholders  and  only  immediately  before  and  during  performances,  and  (cc) 
only  offered  in  conjunction  with  the  screening  of  films  and  not  as  an  independent  element  of 
the  establishment  that  is  unrelated  to  the  viewing  of  films. 

(2)  The  following  uses  shall  be  eligible  for  liquor  licenses  transferred  from  within 
the  district: 

(A)  General  Groceries  as  defined  in  Section  790.102  (a)  of  this  Code  or 
Specialty  Groceries,  as  defined  in  Section  790.102  (b)  that  are  5,000  square  feet  or  smaller  so 
long  as  the  percentage  of  gross  square  footage  devoted  to  alcohol  sales  is  consistent  with  the 
limits  set  forth  in  Section  703.2(b)(1)(C)(vi).  Such  use  shall  require  a Conditional  Use 
authorization  and  shall  be  limited  to  a Type  20  Liquor  License  for  Specialty  Groceries  and 
General  Groceries,  except  that  such  use  shall  not  sell  a single  beer  or  malt  beverage  in  a 
container  size  of  24  oz.  or  smaller,  or  sell  any  malt  beverage  with  an  alcohol  content  greater 
than  5.7%  by  volume;  or  any  wine  in  a container  size  less  than  375  ml  or  with  an  alcohol 
content  of  greater  than  15%  by  volume,  except  for  "dinner  wines"  that  have  been  aged  two 
years  or  more  and  maintained  in  a corked  bottle. 

(B)  General  Groceries  as  defined  in  Section  790.102  (a)  of  this  Code  or 
Specialty  Groceries,  as  defined  in  Section  790.102  (b)  that  are  greater  than  5,000  square  feet. 

Supervisor  Campos 

BOARD  OF  SUPERVISORS  Page  4 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


Such  use  shall  require  a Conditional  Use  authorization  and  shall  be  subject  to  the  limitations 
set  forth  in  Section  790.55  of  this  Code. 

(C)  A new  or  relocated  Bar,  as  defined  in  Section  790.22,  shall  be  considered 
pursuant  to  the  underlying  zoning,  except  that  such  authorization  shall  be  as  a Conditional 
Use.  A new  Bar  shall  use  a liquor  license  transferred  from  another  Bar  from  within  the  SUD. 

(c)  Existing  Liquor  Establishments.  For  purposes  of  this  subsection,  "liquor 
establishment"  shall  mean  any  establishment  licensed  by  the  State  of  California  to  sell 
alcoholic  beverages  except  for  those  uses  listed  in  subsection  (b)(1)-(2)  above.  Any  liquor 
establishment  lawfully  existing  prior  to  the  effective  date  of  this  Ordinance  No.  180-13  and 
licensed  by  the  State  of  California  for  the  retail  sale  of  alcoholic  beverages,  so  long  as 
otherwise  lawful,  is  considered  a nonconforming  use  pursuant  to  Section  180  , and  is  subject 
to  the  restrictions  of  Sections  181  and  183  with  the  following  exceptions: 

(1)  Renovation  and  Repair.  Temporary  closure  of  an  existing  liquor  establishment 
for  not  more  than  120  days  for  repair,  renovation  or  remodeling  is  allowed  so  long  as  such 
repair,  renovation,  or  remodeling  brings  the  existing  use  into  closer  conformity  with  the 
controls  of  this  SUD,  with  the  underlying  zoning,  or  with  urban  design  principles  found 
elsewhere  in  this  Code  for  active  ground  floor  commercial  spaces. 

(2)  Relocation.  Relocation  of  an  existing  liquor  establishment  in  this  SUD  to 
another  location  within  this  SUD  may  be  allowed  with  Conditional  Use  authorization  from  the 
Planning  Commission. 

(3)  Expansion.  An  existing  liquor  establishment  may  expand  its  use  with 
Conditional  Use  authorization  from  the  Planning  Commission.  In  reviewing  the  application  for 
such  expansion,  the  Commission  shall  consider  the  establishment's  prior  operating 
conditions. 
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(d)  Good  Neighbor  Policies.  The  operating  conditions  established  in  Section  703.5 
of  this  Code  shall  apply  to  all  liquor  establishments  in  this  SLID  in  order  to  maintain  the  safety 
and  cleanliness  of  the  premises  and  vicinity.  In  addition,  all  new,  relocated,  or  expanded  liquor 
establishments,  and  any  liquor  establishment  with  a license  referred  for  review  to  the  Planning 
Department  by  the  State  of  California  Department  of  Alcohol  Beverage  Control,  shall  comply 
with  the  requirements  set  forth  below.  Liquor  establishment  shall  have  the  meaning  set  forth  in 
subsection  (c)  above. 

(1 ) The  liquor  establishment  shall  provide  outside  lighting  in  a manner  sufficient  to 
illuminate  street  and  sidewalk  areas  and  any  adjacent  parking,  as  appropriate  to  maintain 
security,  without  disturbing  area  residences. 

(2)  No  more  than  33  percent  of  the  square  footage  of  the  windows  and  clear  doors 
of  the  liquor  establishment  shall  bear  advertising  or  signage  of  any  sort,  and  all  advertising 
and  signage  shall  be  placed  and  maintained  in  a manner  than  ensures  that  law  enforcement 
personnel  have  a clear  and  unobstructed  view  of  the  interior  of  the  premises  from  the  exterior 
public  sidewalk  or  entrance  to  the  premises.  This  requirement  shall  not  apply  to  premises 
where  there  are  no  windows,  or  where  existing  windows  are  located  at  a height  that  precludes 
a view  of  the  interior  of  the  premises  to  a person  standing  outside  the  premises.  Street  facing 
facades  shall  maintain  at  least  50  percent  clear  and  visually-permeable  glazing. 

For  any  use  authorized  pursuant  to  a Conditional  Use  authorization  after  the 

effective  date  of  Ordinance  No. repeated  violations  of  the  Good  Neighbor  Policies  set 

forth  in  this  Section,  of  the  operating  conditions  set  forth  in  Section  703.5  of  this  Code,  or  of 
any  conditions  associated  with  a Condition  of  Approval  shall  require  a hearing  at  the  Planning 
Commission  to  consider  revocation  of  the  Conditional  Use  authorization. 

(e)  Fringe  Financial  Services.  In  addition  to  all  other  applicable  controls  set  forth  in 
this  Code,  properties  in  the  Mission  Alcoholic  Beverage  Special  Use  Subdistrict  are  within  the 
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Fringe  Financial  Service  Restricted  Use  District  established  by  Section  249.35  and  are  subject 
o the  controls  and  exemptions  set  forth  in  Section  249.35. 

Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

ANDREA  RUIZ-ESQUIDE 
Deputy  City  Attorney 

n:\legana\as20 1 4\1 400302\00902509.doc 
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FILE  NO.  140318 


LEGISLATIVE  DIGEST 


[Public  Works  Code  - Waiver  of  Temporary  Street  Space  Occupancy  Permit  Fee  for  Small 
Business  Week  Sidewalk  Sales] 

Ordinance  waiving  the  fee  required  by  Public  Works  Code,  Section  724.1(b),  for 
temporary  street  space  occupancy  permits  on  certain  designated  City  streets  on 
Saturday,  May  10,  2014,  Saturday,  May  17,  2014,  and  Saturday,  June  21,  2014,  as  part  of 
Small  Business  Week  Sidewalk  Sales. 


Existing  Law 

Public  Works  Code  Section  724.1  (b)  requires  a fee  for  a temporary  street  space  occupancy 
permit.  A permit  for  temporary  street  space  occupancy  authorizes  the  owner  or  lessee  of  a 
premises  fronting  a street  or  sidewalk  or  his  or  her  authorized  agent  to  occupy  a limited 
portion  of  the  sidewalk  or  street  for  any  purpose  other  than  a building  construction  operation. 

Amendments  to  Current  Law 


This  ordinance  would  waive  the  permit  fee  within  certain  designated  streets  in  San  Francisco, 
on  three  Saturdays  (May  10,  May  17,  and  June  21, 2014)  between  7 a.m.  and  9 p.m.  as  part 
of  Small  Business  Week  Sidewalk  Sales,  which  promotes  businesses  in  various 
neighborhoods  throughout  San  Francisco.  All  other  provisions  of  the  Public  Works  Code 
Section  724  et  seq.  would  remain  in  effect. 
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FILE  NO.  140318 


ORDINANCE  NO. 


[Public  Works  Code  - Waiver  of  Temporary  Street  Space  Occupancy  Permit  Fee  for  Small 
Business  Week  Sidewalk  Sales] 


Ordinance  waiving  the  fee  required  by  Public  Works  Code,  Section  724.1(b),  for 
temporary  street  space  occupancy  permits  on  certain  designated  City  streets  on 
Saturday,  May  10,  2014,  Saturday,  May  17,  2014,  and  Saturday,  June  21,  2014,  as  part  of 
Small  Business  Week  Sidewalk  Sales. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-imderline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikethrough  italics  Times  New  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 


Section  1 . The  Planning  Department  has  determined  that  the  actions  contemplated  in 
this  ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public 
Resources  Code  Sections  21000  et  seq.).  Said  determination  is  on  file  with  the  Clerk  of  the 
Board  of  Supervisors  in  File  No. and  is  incorporated  herein  by  reference. 


Section  2.  To  promote  Small  Business  Week  and  permit  sidewalk  sales  of 
merchandise,  Public  Works  Code  Section  724.1(b),  setting  a fee  for  temporary  street  space 
occupancy,  is  hereby  waived  on  Saturday,  May  10,  2014,  between  the  hours  of  7 a.m.  and  9 
p.m  for  the  following  geographic  areas  of  the  City  and  County  of  San  Francisco: 

14th  Street  between  Guerrero  Street  and  Mission  Street; 

15th  Street  between  Guerrero  Street  and  Mission  Street; 

16th  Street  between  Guerrero  Street  and  Mission  Street; 
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1 17th  street  between  Guerrero  street  and  Mission  street; 

2 18th  Street  between  Guerrero  Street  and  Mission  Street; 

3 19th  Street  between  Guerrero  Street  and  Mission  Street; 

4 20th  Street  between  Guerrero  Street  and  Mission  Street; 

5 21st  Street  between  Guerrero  Street  and  Mission  Street; 

6 22nd  Street  between  Guerrero  Street  and  Mission  Street; 

7 23rd  Street  between  Guerrero  Street  and  Mission  Street; 

8 24th  Street  between  Guerrero  Street  and  Mission  Street; 

9 25th  Street  between  Guerrero  Street  and  Mission  Street; 

10  26th  Street  between  Guerrero  Street  and  Mission  Street; 

1 1 Cesar  Chavez  Street  between  Guerrero  Street  and  Mission  Street; 

12  Mission  Street  between  14th  Street  and  Cesar  Chavez  Street;  and 

1 3 Valencia  Street  between  Market  Street  and  Cesar  Chavez  Street. 

14 

15  Section  3.  To  promote  Small  Business  Week  and  permit  sidewalk  sales  of 

16  merchandise,  Public  Works  Code  Section  724.1(b),  setting  a fee  for  temporary  street  space 

17  occupancy,  is  hereby  waived  on  Saturday,  May  17,  2014,  between  the  hours  of  7 a.m.  and  9 

18  p.m.  for  the  following  geographic  areas  of  the  City  and  County  of  San  Francisco: 

19  18th  Street  between  Connecticut  Street  and  Indiana  Street; 

20  21  St  Street  between  Bryant  Street  and  York  Street; 

21  22nd  Street  between  Pennsylvania  Avenue  and  Illinois  Street; 

22  24th  Street  between  Douglass  Street  and  Dolores  Street; 

23  5th  Avenue  between  Cornwall  Street  and  Clement  Street; 

24  6th  Avenue  between  Cornwall  Street  and  Geary  Boulevard; 

25  6th  Avenue  between  California  Street  and  Clement  Street; 
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Broderick  Street  between  Chestnut  Street  and  Lombard  Street; 

Bryant  Street  between  20th  Street  and  21st  Street; 

California  Street  between  Laurel  Street  and  Baker  Street; 

Castro  Street  between  24th  Street  and  Clipper  Street; 

Chenery  Street  between  Lippard  Avenue  and  Natick  Street; 

Chestnut  Street  between  Baker  Street  and  Webster  Street; 

Church  Street  between  24th  Street  and  30th  Street; 

Clement  Street  between  Arguello  Boulevard  and  Park  Presidio  Boulevard; 
Cortland  Avenue  between  Bonview  Street  and  Prentiss  Street; 

Diamond  Street  between  Monterey  Boulevard  and  Surrey  Street; 
Divisadero  Street  between  Chestnut  Street  and  Lombard  Street; 

Fell  Street  between  Buchanan  Street  and  Gough  Street; 

Fillmore  Street  between  Chestnut  Street  and  Green  Street; 

Florida  Street  between  17th  Street  and  20th  Street; 

Geneva  Avenue  between  Mission  Street  and  Naples  Street; 

Grove  Street  between  Buchanan  Street  and  Franklin  Street; 

Haight  Street  between  Central  Avenue  and  Stanyan  Street; 

Haight  Street  between  Scott  Street  and  Webster  Street; 

Hayes  Street  between  Webster  Street  and  Franklin  Street; 

Irving  Street  between  19th  Avenue  and  26th  Avenue; 

Irving  Street  between  45th  Avenue  and  47th  Avenue; 

Leland  Avenue  between  Rutland  Street  and  Bayshore  Boulevard; 
Lombard  Street  between  Lyon  Street  and  Van  Ness  Avenue; 

Mission  Street  between  Trumbull  Street  arid  Geneva  Avenue; 

Noriega  Street  between  32nd  Avenue  and  33rd  Avenue; 
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Noriega  Street  between  44th  Avenue  and  47th  Avenue; 

Oak  Street  between  Webster  Street  and  Gough  Street; 

Pacific  Street  between  Van  Ness  Avenue  and  Larkin  Street; 

Pierce  Street  between  Chestnut  Street  and  Lombard  Street; 

Polk  Street  between  Greenwich  Street  and  Market  Street; 

Sacramento  Street  between  Maple  Street  and  Divisadero  Street; 

Scott  Street  between  Chestnut  Street  and  Lombard  Street; 

Steiner  Street  between  Chestnut  Street  and  Lombard  Street; 

Taraval  Street  between  19th  Avenue  and  28th  Avenue; 

Union  Street  between  Pierce  Street  and  Van  Ness  Avenue; 

West  Portal  Avenue  between  15th  Avenue  and  Ulloa;  and 
Wilder  Street  between  Diamond  Street  and  Carrie  Street. 

Section  4.  To  promote  Small  Business  Week  and  permit  sidewalk  sales  of 
merchandise,  Public  Works  Code  Section  724.1(b),  setting  a fee  for  temporary  street  space 
occupancy,  is  hereby  waived  on  Saturday,  June  21 , 2014,  between  the  hours  of  7 a.m.  and  9 
p.m.  for  the  following  geographic  areas  of  the  City  and  County  of  San  Francisco: 

18th  Street  between  Douglass  Street  and  Hartford  Street; 

Castro  Street  between  Market  Street  and  19th  Street; 

Church  Street  between  Market  Street  and  15th  Street;  and 
Market  Street  between  Castro  Street  and  Sanchez  Street. 

Section  5.  All  other  provisions  of  the  Public  Works  Code  Section  724  et  seq.  shall 
remain  in  full  effect. 
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Section  6.  Effective  and  Operative  Dates.  This  ordinance  shall  become  effective  30 

days  after  enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor 

returns  the  ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it, 

or  the  Board  of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance.  However,  the 

provisions  of  this  ordinance  shall  be  retroactive  to  May  1 , 2014  should  the  effective  date  of  the 

ordinance  occur  after  that  date. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

Zachary  A.  Porianda 
Deputy  City  Attorney 

n:\Iegana\as2014\1400468\00915399.doc 
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ON-STREET  CAR  SHARING  PILOT  EVALUATION 
SEPTEMBER  10,  2012 


Executive  summary 

Car  sharing  helps  the  SFMTA  achieve  its  goals  for  managing  parking  and  the  overall  transportation 
system  in  San  Francisco.  On-street  car  sharing  spaces  (i.e.,  locations  where  users  pick  up  and  drop  off  a 
car  sharing  vehicle)  can  encourage  car  sharing  by  increasing  the  visibility  of  car  sharing,  improving  the 
proximity  to  trip  origins,  and  increasing  the  total  number  of  vehicles  available. 

In  fall  201 1 , the  SFMTA  worked  to  implement  a pilot  of  on-street  car  sharing  spaces  under  an  agreement 
between  the  City  Administrator’s  Office  and  City  CarShare.  A total  of  twelve  spaces  were  implemented. 
This  document  evaluates  the  pilot  through  April  2012,  after  six  months  of  operation  for  most  spaces. 

These  following  lessons  learned  and  recommendations  will  be  considered  when  developing  a proposal  to 
expand  the  program: 

« On-street  car  sharing  spaces  are  technically  feasible  in  San  Francisco.  The  exclusive 
designation  of  on-street  spaces  to  car  sharing  fulfilled  the  same  operational  need  as  off-street 
spaces.  Exemptions  from  street  sweeping,  residential  parking  permit  zones  (RPP),  and  time  limits 
did  not  pose  challenges. 

® On-street  car  sharing  spaces  can  be  quickly  become  well  utilized.  As  with  off-street  spaces,  the 
utilization  of  on-street  spaces  is  primarily  related  to  the  market  they  serve.  If  located  in  areas  where 
the  demand  for  car  sharing  is  high,  on-street  spaces  can  grow  into  operational  maturity  faster  than 
an  equivalent  off-street  space. 

ffi  Political  support  is  needed  for  proposed  spaces  to  be  approved.  SFMTA  will  need  to  balance 
neighborhood  concerns  with  the  locational  needs  of  car  sharing  to  have  spaces  that  will  be  well 
utilized  and  will  further  the  City’s  policy  goals.  On-street  car  sharing  spaces  will  need  a broad  base  of 
support  from  CSOs,  neighborhood  groups,  and  Supervisors’  offices  to  pass  each  step  of  the 
approvals  process. 

© Enforcement  of  the  spaces  is  important  for  success.  If  too  many  unauthorized  drivers  block  the 
spaces,  members  will  become  frustrated,  utilization  can  suffer,  and  car  sharing  organizations  must 
address  the  resulting  operational  and  customer  service  issues.  Targeted  enforcement  and  visible 
paint  and  signage  can  help  lower  rates  of  unauthorized  parking. 

o Commercial  areas  offer  high  visibility  and  accessibiiity,  but  may  present  enforcement 
challenges.  Spaces  should  be  strategically  placed  so  that  they  are  visible  and  accessible,  but  are 
away  from  key  areas  of  activity. 

A transferrable  permit  gives  car  sharing  organizations  needed  flexibility.  Car  sharing 
organizations  need  the  flexibility  to  occasionally  reassign  vehicles  to  spaces  for  maintenance  or 
other  operational  needs  (e.g.,  place  a pickup  truck  where  there  was  previously  a sedan). 
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• Recalculate  permit  fee.  The  SFMTA  established  the  $150  per  space  monthly  fee  based  on  an 
estimate  of  costs  to  administer  the  program.  Now  that  the  agency  has  actual  historical  data,  the 
SFMTA  should  reassess  assumptions  used  to  calculate  the  fee  and  recover  costs. 

• Improve  efforts  to  coordinate  and  communicate  parking  space  closures.  Temporary  space 
closures  limit  the  availability  of  the  vehicle.  The  SFMTA  is  currently  developing  systems  to  improve 
its  awareness  of  temporary  closures  and  ability  to  quickly  and  automatically  distribute  this 
information. 

Overall,  the  analysis  suggests  that  on-street  car  share  spaces  are  feasible  and  can  be  well  utilized  in  San 
Francisco.  Using  lessons  learned  from  the  pilot,  SFMTA  will  develop  a policy  regarding  citywide  on-street 
car  share  spaces  and  will  include  program  rules  and  guidelines,  and  criteria  for  participation.  The  policy 
will  be  presented  to  the  SFMTA  Board  for  approval  in  fall  2012. 
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ON-STREET  CAR  SHARING  PILOT  EVALUATION 
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Overview 

Car  sharing  helps  the  SFMTA  achieve  its  goals  for  managing  parking  and  the  overall  transportation 
system  in  San  Francisco.  Car  sharing  provides  the  mobility  of  a car  \A/ithout  the  need  for  owning  a private 
vehicle.  As  a whole,  members  of  car  sharing  organizations  own  fewer  vehicles,  travel  fewer  miles  by  car, 
and  walk,  bike,  and  take  public  transit  more  frequently. 

On-street  car  sharing  spaces  (i.e.,  locations  where  users  pick  up  and  drop  off  a car  sharing  vehicle)  can 
encourage  car  sharing  by  increasing  the  visibility  of  car  sharing,  improving  the  proximity  to  trip  origins, 
and  increasing  the  total  number  of  vehicles  available.  In  2006,  California  state  law  changed  to  allow 
municipalities  to  designate  on-street  parking  spaces  for  the  exclusive  use  of  car  sharing  vehicles. 

In  fall  201 1 , the  SFMTA  implemented  a pilot  of  on-street  car  sharing  spaces  under  an  agreement 
between  the  City  Administrator’s  Office  and  City  CarShare.  The  SFMTA  Board  and  Board  of  Supervisors 
approved  changes  to  the  Transportation  Code  that  enable  the  program.  The  primary  goals  of  this  pilot 
were  to  (1 ) gauge  the  technical  feasibility  of  on-street  spaces  for  car  sharing  in  San  Francisco,  and  (2)  to 
inform  the  SFMTA  on  how  to  best  administer  a long-term  program.  City  CarShare  was  the  car  sharing 
organization  to  participate  in  the  pilot,  and  played  a key  role  in  providing  data  and  feedback. 

In  October  201 1 , the  pilot  launched  with  five  spaces.  Six  more  spaces  were  added  in  November  201 1 , 
and  a twelfth  space  was  implemented  in  early  2012.  This  document  evaluates  the  pilot  through  April 
2012,  after  six  months  of  operation  for  most  spaces. 

The  SFMTA  conducted  the  evaluation  with  five  types  of  criteria  in  mind: 

• Vehicle  utilization.  The  key  performance  indicator  for  car  sharing  is  how  often  the  vehicles  are 
used.  For  each  vehicle  assigned  to  the  on-street  spaces,  the  SFMTA  examined  the  total 
utilization  rate  and  number  of  unique  users. 

• Operation  of  on-street  spaces.  This  section  examines  operational  issues  \A/ith  the  exclusive 
designation  of  an  on-street  space  for  car  sharing,  including  enforcement  and  space  closures. 

• Permit  program  administration.  The  SFMTA  set  up  a permit  program  to  identify  authorized 
vehicles.  This  section  evaluates  how  well  the  permit  supported  the  needs  of  the  pilot. 

• User  behavior.  City  CarShare  surveyed  members  who  used  on-street  car  sharing  spaces  to 
gauge  customer  satisfaction  and  travel  behavior. 

• Stakeholder  input.  The  SFMTA  sought  feedback  from  neighborhood  groups  and  elected  officials 
that  were  also  contacted  prior  to  implementing  the  pilot. 

This  document  starts  with  a description  of  the  pilot  locations,  followed  by  an  evaluation  along  the  five 
types  of  criteria  described  above,  and  concludes  with  recommendations  for  moving  forward.  Overall,  the 
analysis  suggests  that  on-street  car  share  spaces  are  feasible  and  can  be  well  utilized  in  San  Francisco. 
Using  lessons  learned  from  the  pilot,  SFMTA  will  develop  a policy  regarding  citywide  on-street  car  share 
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spaces  and  will  include  program  rules  and  guidelines,  and  criteria  for  participation.  The  policy  will  be 
presented  to  the  SFMTA  Board  for  approval  in  fall  2012. 


Pilot  space  selection  criteria  and  locations 

The  SFMTA  worked  with  City  CarShare,  the  City  Administrator’s  office,  members  of  the  Board  of 
Supervisors,  and  neighborhood  groups  to  select  the  pilot  spaces. 

Spaces  were  primarily  chosen  for  their  visibility  and  accessibility.  The  SFMTA  also  chose  spaces  close  to 
transit  stops  and  bike  lanes  to  facilitate  their  integration  into  the  existing  transportation  network.  Only  one 
space  was  allocated  per  block.  Additionally,  spaces  were  selected  in  areas  of  both  high  and  low  demand; 
some  spaces  were  placed  where  there  was  a latent  demand  for  car  sharing,  and  others  were  tested  in 
new  markets.  The  SFMTA  also  considered  a variety  of  surrounding  land  use  types  in  the  pilot  (e.g.,  some 
spaces  in  residential  areas,  some  in  commercial  areas). 

City  CarShare  advertised  the  new  spaces  via  email  and  by  distributing  information  at  local  events.  The 
SFMTA  notified  neighborhood  groups  prior  to  implementation  and  also  held  a press  event  on  the  launch 
date  of  the  pilot.  Figure  1 shows  the  locations  and  implementation  dates  of  the  twelve  pilot  spaces, 
followed  by  the  rationale  for  selecting  each  space. 
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Figure  1:  On-street  pilot  spaces  and  implementation  dates 


1.  Polk  & Greenwich  (Russian  Hill).  The  space  provides  car  sharing  access  to  residents  living  in  the 
surrounding  area.  There  is  good  access  to  transit;  the  19-Polk,  47-Van  Ness,  and  49-Van 
Ness/Mission  are  nearby. 

2.  Taylor  & Pacific  (Russian  Hill).  The  space  provides  car  sharing  access  to  residents  living  in  the 
surrounding  area.  The  10-Townsend  and  12-Folsom/Pacific  are  nearby. 

3.  38  Harriet  (South  of  Market).  City  CarShare  has  been  coordinating  with  the  developer  of  a property 
at  this  address.  The  developer  is  planning  to  build  residential  units  without  off-street  parking  if  on- 
street car  sharing  is  proven  to  work  in  this  area.  Construction  did  not  interfere  with  the  space  during 
the  pilot  period. 

4.  Valencia  & 17th  St  (Mission).  Visibility  is  high  along  Valencia  and  there  is  also  a bike  route  on  17th 
Street.  The  space  is  close  to  stops  for  the  14/14L-Mission,  49-Van  Ness/Mission,  the  33-Stanyan,  and 
the  16th  Street  BART  station.  This  space  tested  a metered  on-street  parking  space  along  a busy 
commercial  corridor.  The  meter  for  this  space  has  been  taken  out  of  service  and  can  be  reinstalled 
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after  the  pilot  if  necessary.  Additionally,  this  space  is  located  in  the  Mission  SFpark  area,  and  SFMTA 
leveraged  parking  sensor  data  for  evaluation. 

5.  Clay  & Fillmore  (Lower  Pacific  Heights).  This  location  benefits  from  high  visibility  from  the  Fillmore 
commercial  corridor  and  high  residential  accessibility  from  the  Pacific  Heights  neighborhood.  Stops  for 
the  1 -California,  22-Fillmore,  and  3-Jackson  are  also  nearby.  The  meter  for  this  space  has  been  taken 
out  of  service  and  can  be  reinstalled  after  the  pilot  if  necessary.  This  space  is  also  located  in  the 
Fillmore  SFpark  area,  and  SFMTA  leveraged  parking  sensor  data  for  evaluation. 

6.  Carroll  & 3'^*  St  (Bayview).  This  space  is  located  next  to  the  5800  Third  Street  (with  over  1 30 
residential  units)  development,  and  is  visible  from  Third  Street.  The  location  is  also  adjacent  to  stops 
for  the  T-Third  and  91-Owl.  The  Bayview  neighborhood  is  a new  market  for  City  CarShare  and  this  is 
be  one  of  the  first  car  sharing  spaces  located  in  this  area  of  the  City. 

7.  3'”''  St  & 22"'*  St  (Dogpatch).  This  space  benefits  from  high  visibility  on  3rd  Street  and  is  within  walking 
distance  of  residents  living  on  the  west  side  of  3"*  Street.  Stops  for  the  T-Third  and  48- 
O’Shaughnessy  are  nearby. 

8.  Bosworth  & Brompton  (Glen  Park).  Transit  accessibility  is  high,  with  the  Glen  Park  BART  station, 
stops  for  the  23-Monterey,  36-Teresita,  44-0’Shaugnessy,  and  52-Excelsior  one  block  away.  The  J- 
Church  also  stops  nearby.  This  space  is  also  highly  visible  along  Bosworth,  close  to  the  Glen  Park 
commercial  district,  and  easily  accessed  by  residents  in  the  surrounding  area.  There  is  also  a bike 
route  on  Bosworth. 

9.  Judah  & 12'*’  Ave  (Inner  Sunset).  The  adjacent  N-Judah  stop  makes  this  space  both  highly  visible 
and  accessible.  This  space  is  in  a residential  area  although  the  Inner  Sunset  commercial  district  is 
nearby. 

10.  Judah  & 43"*  Ave  (Outer  Sunset).  City  CarShare  recommended  two  spaces  were  in  the  Outer 
Sunset  due  to  no  existing  car  share  network  in  the  area.  The  spaces  are  located  one  block  away  from 
each  other  to  avoid  removing  two  adjacent  spaces,  and  to  create  a small  network  effect.  This  space  is 
accessible  from  the  adjacent  N-Judah  stop  and  the  surrounding  residents. 

11.  Judah  & 44'*’  Ave  (Outer  Sunset).  The  second  space  in  the  Outer  Sunset  is  located  at  the  edge  of  a 
commercial  district  which  increases  the  space’s  visibility.  Stops  for  the  N-Judah  and  18-46'*’  Avenue 
are  nearby. 

12.  4**’  Ave  & Clement  (Inner  Richmond).  This  space  is  visible  from  the  busy  commercial  district  on 
Clement  Street,  and  accessible  from  the  surrounding  residential  areas.  Transit  access  is  provided  by 
the  38-Geary  and  2-Clement. 
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On-Street  space  approvals  process 

Per  Section  201(c)  of  the  Transportation  Code,  Division  II,  establishing  an  on-street  car  sharing  space 
requires  approval  from  the  SFMTA  Board  of  Directors.  As  part  of  this  process,  the  following  steps  are 
required  for  each  space: 

1 . Pass  review  by  SFMTA  transportation  engineering  staff  to  ensure  functional  feasibility  and  no 
conflicts  with  other  regulations  (e.g.,  not  locate  a space  in  a towaway  zone) 

2.  Undergo  review  by  Transportation  Advisory  Staff  Committee  (TASC)  review  to  brief  relevant 
SFMTA  divisions  and  other  City  departments  (e.g.,  SFMTA  Enforcement,  Planning  Department, 
DPW,  SFPD)  on  new  spaces  and  programs 

3.  Perform  outreach  to  relevant  neighborhood  and  community  groups 

4.  Pass  a SFMTA  Transportation  Engineering  Public  Hearing 

5.  Receive  approval  from  the  SFMTA  Board  of  Directors  (typically  as  part  of  the  consent  calendar) 

SFMTA  staff  (along  with  support  from  City  CarShare  and  the  City  Administrator’s  Office)  shepherded  the 
pilot  spaces  through  this  process. 

An  additional  parking  space  at  Hyde  & Union  was  considered.  However,  the  merchants  from  the  affronting 
property  and  a member  from  the  Russian  Hill  Community  Association  voiced  opposition  to  the  proposal.  In 
particular,  they  were  concerned  about  potential  negative  effects  to  the  adjacent  businesses  and  overall 
loss  of  parking  in  the  neighborhood.  The  hearing  officer  did  not  approve  the  location,  and  the  space  was 
dropped  from  the  pilot  spaces. 

City  CarShare  believed  the  location  would  have  worked  very  well,  as  there  is  pent-up  demand  for  car 
sharing  in  the  immediate  area.  In  the  future,  the  SFMTA  will  need  to  balance  neighborhood  concerns  with 
the  locational  needs  of  car  sharing  to  have  spaces  that  will  be  well  utilized.  On-street  car  sharing  spaces 
will  need  a broad  base  of  support  from  CSOs,  neighborhood  groups,  and  Supervisors’  offices  to  pass  each 
step  of  the  process. 

Utilization 

The  SFMTA  identified  two  key  metrics:  utilization  rate  and  unique  users.  City  CarShare  provided  data 
necessary  for  analysis  to  the  SFMTA  for  the  pilot  spaces,  as  well  as  for  a group  of  off-street  control 
spaces  to  be  used  for  comparison.  These  control  spaces  were  selected  for  their  proximity  to  the  on-street 
pilot  locations  and  for  their  high  level  of  operational  maturity  (i.e.,  have  reached  stable  utilization  levels): 

o Russian  Hill:  Van  Ness  & Union 
® Nob  Hill:  California  & Mason  (Crocker  Garage) 
e SOMA:  2nd  & Howard 
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• Mission:  24th  & Valencia  (Union  76) 

• Pacific  Heights:  California  & Fillmore 

• Inner  Sunset:  9th  & Irving 

• Sunset:  Judah  & 19th  (Union  76) 

• Glen  Park:  Glen  Park  BART 

• Dogpatch:  Indiana  & 18th  (UCSF) 

• Inner  Sunset:  1 1th  & Lincoln 

Utilization  remained  stable  in  the  control  spaces  for  the  duration  of  the  pilot,  and  City  CarShare  attempted 
to  keep  the  number  of  nearby  off-street  spaces  consistent  to  minimize  effects  to  on-street  spaces. 
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Utilization  rate 

This  metric  is  calculated  as  the  share  of  total  hours  that  a vehicle  was  in  use  out  of  the  total  hours  in  a 
day  (e.g.,  if  a vehicle  was  reserved  for  six  hours  of  a day.  then  the  utilization  rate  is  25  percent  for  that 
day).  This  directly  measures  the  demand  for  vehicles  at  these  locations.  Figure  2 shows  the  utilization 
rate  for  each  pilot  space  as  compared  to  the  control  average  of  27  percent. 

Figure  2:  Utilization  rate  by  space  by  month^ 


^ The  Taylor/Pacific  space  was  out  of  commission  for  prolonged  periods  in  November  2011,  March  2012,  and  April  2012  due  to 
construction  projects.  These  led  to  significant  gaps  in  data  collection. 
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Unique  users 

Figure  3 shows  the  total  number  of  unique  users  who  used  the  vehicle  at  each  space.  This  indicates  how 
many  individuals  benefitted  from  the  car  sharing  vehicle.  This  is  compared  to  the  control  average  of  29 
users. 


Figure  3:  Unique  users  by  space  by  month^ 


^ The  Taylor/Pacific  space  was  out  of  commission  for  prolonged  periods  in  November  2011,  March  2012,  and  April  2012  due  to 
construction  projects.  These  led  to  significant  gaps  in  data  collection. 
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Analysis 

The  number  of  unique  users  generally  followed  the  same  pattern  as  utilization  rates  for  each  space;  if  a 
space  had  a high  utilization,  rate,  then  it  also  had  relatively  high  numbers  of  unique  users  as  compared  to 
the  other  pilot  spaces.  However,  the  utilization  varied  significantly  from  space  to  space.  This  can  be 
expected  since  the  demand  for  car  sharing  is  not  uniform  across  the  City. 

Some  of  the  on-street  spaces  consistently  saw  high  levels  of  performance.  Many  of  these  spaces  are 
located  in  existing  car  sharing  markets  and  are  located  inside  or  nearby  busy  commercial  corridors. 

• The  Polk/Greenwich,  Valencia/1 7'^,  Clay/Fillmore,  and  Judah/12'''  spaces  all  saw  very  high 
utilization  levels  and  unique  users  exceeding  the  control  average  since  their  implementation. 

• The  Taylor/Pacific  space  in  Russian  Hill  also  started  relatively  strongly,  but  operations  were 
disrupted  frequently  due  to  street  construction. 

• The  4'''/Clement  space  has  also  experienced  high  utilization  despite  only  having  been  in  service 
for  two  months. 

Other  spaces  had  more  moderate  levels  closer  to  the  control  average,  and  saw  greater  variation  in 
performance  across  the  six-month  period. 

• The  Harriet/Hov/ard  space  in  SoMa  has  seen  moderate  performance,  but  experienced  a dip  in 
utilization  that  has  since  started  to  rise  again.  The  space  is  located  next  a residential 
development  that  is  currently  under  construction.  Residents  from  those  units  are  expected  to  use 
the  space  regularly. 

• The  spaces  in  Dogpatch  and  Glen  Park  (3^''/22''''  and  Bosworth/Brompton,  respectively)  started 
with  low  utilization.  However,  they  have  had  significant  growth  in  unique  users  and  utilization  over 
the  evaluation  period.  These  spaces  are  located  on  the  fringe  of  small  commercial  areas  and  can 
be  accessed  easily  by  surrounding  residents. 

Spaces  that  were  launched  in  new  markets  had  varied  results. 

• The  Outer  Sunset  spaces  (Judah/43'^‘'  and  Judah/44''')  were  not  expected  to  do  well  initially. 
However,  they  have  experienced  a growth  of  unique  users  and  utilization  that  exceed 
expectations,  especially  for  their  location  and  having  only  been  in  operation  for  six  months.  While 
the  Outer  Sunset  is  primarily  a residential  area,  these  spaces  benefit  from  the  visibility  of  being 
nearby  a small  commercial  area  and  the  N-Judah. 

• The  Bayview  space  at  Carroll/3'‘'  has  had  very  low  utilization  rates  and  unique  users.  City 
CarShare  recently  launched  another  off-street  pod  in  the  Bayview,  which  may  improve  the 
network  effect  of  car  sharing  pods  and  increase  utilization. 
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Operation  of  on-street  spaces 

This  section  summarizes  how  well  on-street  parking  spaces  operated  as  dedicated  zones  for  on-street 
car  sharing. 

Enforcement 

other  cities  have  noted  that  one  of  the  key  challenges  to  on-street  pods  has  been  preventing 
unauthorized  drivers  from  parking  in  the  spaces.  When  a member  tries  to  return  a vehicle  and  the  space 
is  blocked,  the  member  must  park  the  vehicle  at  another  space,  which  may  be  subject  to  other  restrictions 
(e.g.,  meter  payment  or  street  sweeping).  This  often  leads  to  a citation  being  issued  to  the  vehicle  since  it 
is  not  parked  at  its  assigned  space  and  thus  not  exempt  from  restrictions.  More  importantly,  this  causes 
inconvenience  for  the  member  returning  the  vehicle  and  can  also  prevent  other  members  from  using  the 
vehicle  until  City  CarShare  can  retrieve  it. 


Table  1 shows  the  number  of  reported  incidents  of  unauthorized  drivers  blocking  on-street  spaces,  as 
reported  by  City  CarShare’s  members.^ 

Table  1:  Reported  incidents  of  unauthorized  drivers  blocking  on-street  spaces 


Space 

October 

November 

December 

January 

February 

March 

April 

Mission:  Valencia  & 17th 

8 

15 

15 

9 

12 

10 

6 

Russian  Hill:  Taylor  & 

Pacific 

7 

1 

4 

2 

1 

Pacific  Heights:  Clay  & 
Fillmore 

1 

2 

4 

2 

1 

4 

1 

Russian  Hill:  Polk  & 
Greenwich 

2 

Outer  Sunset:  Judah  & 44th 

1 

1 

4 

3 

1 

1 

Glen  Park:  Bosworth  & 
Brompton 

1 

1 

3 

Outer  Sunset:  Judah  & 43rd 

1 

1 

1 

5 

1 

1 

SOMA:  Harriet  & Howard 

1 

Bayview:  Carroll  & 3rd 

1 

1 

Dqgpatch:  3rd  & 22nd 

1 

Inner  Sunset:  Judah  & 12th 

1 

Inner  Richmond:  4th  & 

Clement 

1 

Total 

18 

21 

23 

21 

26 

19 

11 

^ This  date  is  based  on  the  number  of  times  a member  called  City  CarShare  at  the  end  of  their  reservation  to  report  that  they  could 
not  return  the  vehicle  at  the  designated  space  because  it  was  blocked  by  another  vehicle.  This  may  undercount  the  number  of 
actual  incidences  of  iiiegal  parking. 


CIRCLE  LESS,  LIVE  MORE 


Page  12  of  21 


SFMTA  Municipal  Transportation  Agency 


^3park 


ON-STREET  CAR  SHARING  PILOT  EVALUATION 
SEPTERfiBERIO,  2012 


The  Valencia/1  Taylor/Pacific  and  Clay/Fillmore  spaces  had  many  repeated  incidences  of  blocked 
spaces,  while  rates  were  low  for  the  other  spaces.  City  CarShare  reported  that  these  reports  tended  to  be 
most  frequent  in  the  afternoon  and  evening. 

Generally,  the  high  levels  of  unauthorized  parking  are  suspected  in  areas  and  times  with  high  parking 
demand.  Since  the  Valencia/1 7*'^  and  Clay/Fillmore  spaces  are  located  in  SF park  pilot  areas,  the  SFMTA 
used  parking  sensor  data  to  analyze  parking  demand  in  these  areas. 

Table  2:  Parking  sensor  occupancy  data,  noon-midnight,  October  2011 -April  2012" 


Block 

12pm 

1pm 

2pm 

3pni 

' 4pm 

' 

5pm 

6pm 

7pm 

8pm 

9pm 

10pm 

11pm 

12-hour 

summary 

500  Valencia 

76% 

76% 

74% 

74% 

74% 

1 79% 

85% 

86% 

86% 

86% 

84% 

81% 

80% 

2400  Clay 

I 87% 

88% 

88% 

87% 

84% 

83% 

88% 

88% 

82% 

1 66% 

57% 

59% 

80% 

Total  occupancy  from  noon  to  midnight  was  80  percent  in  both  locations.  Occupancy  rates  were  generally 
higher  around  the  Clay/Fillmore  location  than  the  Valencia/1 7'^  location.  In  spite  of  having  similar 
occupancy  levels  to  Clay/Fillmore,  the  Valencia/1 7’*^  space  had  an  extraordinarily  high  rate  of 
unauthorized  parking,  and  the  higher  rates  cannot  be  attributed  to  high  parking  demand  alone.  The 
Valencia/1 7'^  space  is  the  only  pilot  location  that  is  on  the  main  commercial  street;  while  there  are  many 
locations  in  commercial  zones,  other  spaces  are  located  on  the  fringe  of  the  commercial  area  or  in  a 
space  on  a less  frequented  cross  street. 

In  March  2012,  the  SFMTA  started  targeted  enforcement  of  these  spaces.  In  particular,  the  SFMTA 
directed  Parking  Control  Officers  to  the  Valencia/1 7**^,  Clay/Fillmore,  Taylor/Pacific,  and  4%Clement 
locations  during  the  afternoons  and  early  evenings.  This  appeared  to  have  a positive  effect  as  the 
incidence  of  blocked  spaces  dropped  in  March  and  April.  Table  3 shows  the  total  citations  issued  at  each 
on-street  space. 


The  SFMTA  gathers  parking  occupancy  data  from  sensors  in  the  SFpark  pilot  and  control  areas.  The  SFMTA’s  analysis  of  parking 
sensor  data  results  in  multiple  occupancy  rates  based  on  various  combinations  of  parking  meter  operational  hours  and  regulations. 
For  this  analysis,  the  SFMTA  used  Total  Occupancy  - the  only  parking  occupancy  measure  that  can  span  outside  of  parking  meter 
operational  hours.  This  does  not  filter  any  data  based  on  parking  meter  restrictions  or  other  parking  regulations,  and  is  slightly 
different  than  the  calculation  used  for  SFpark  demand-responsive  rate  adjustments. 
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Table  3:  Citation  issuance 


Space 

October 

November 

December 

January 

February 

March 

April 

Valencia/1 7th  St 

1 

3 

3 

3 

12 

15 

7 

Taylor/Pacific 

7 

3 

3 

1 

1 

4 

11 

4th  Ave/Clement 

4 

Clay/Fillmore 

1 

1 

Polk/Greenwich 

2 

Judah/1 2th  Ave 

1 

Month  Total 

11 

6 

7 

4 

14 

23 

18 

Space  markings 

In  order  to  designate  the  space  for  car  sharing  parking  only,  the  SFMTA  painted  a solid  line  around  each 
space  and  placed  a regulatory  sign  reading  “TOW AWAY  NO  STOPPING  Except  SFMTA  Car  Share 
Permit  0123”,  where  0123  is  the  specific  permit  number  assigned  to  the  vehicle.  The  SFMTA  also  posted 
a sign  with  City  CarShare’s  logo  on  each  side  of  the  pole  so  that  it  is  visible  to  drivers  and  pedestrians. 
Figure  4:  On-street  space  markings 


Some  City  CarShare  members  who  used  the  Valencia/1 7'^  space  indicated  that  the  signage  was  too  high, 
and  that  some  people  could  not  tell  that  the  space  was  restricted.  As  part  of  SFMTA’s  effort  to  reduce 
unauthorized  parking  at  the  Valencia/1 7*^  space,  the  SFMTA  also  tested  new  signage  closer  to  eye  level 
in  April  2012. 
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Figure  5:  Revised  signage  for  Valencia/1 7"^ 


In  combination  with  additional  enforcement,  the  rates  of  unauthorized  parking  dropped  in  March  and  April. 
City  CarShare  reports  that  this  trend  has  continued  into  May  and  June.  The  SFMTA  will  continue  to 
monitor  the  rates  of  unauthorized  parking  at  Valencia/1 7'^  and  gauge  reactions  to  the  new  signage. 

Street  sweeping 

The  Department  of  Public  Works  (DPW)  frequently  sweeps  on-street  parking  spaces  (as  much  as  four 
times  per  week  at  some  pilot  locations),  and  requiring  City  CarShare  to  move  the  vehicle  each  time  would 
have  been  impractical.  SFMTA  collaborated  with  DPW  to  exempting  the  vehicles  from  street  cleaning 
parking  restriction.  Per  the  agreement,  City  CarShare  has  been  responsible  for  keeping  the  space  and 
surrounding  area  (defined  as  25  feet  on  both  sides)  clean  at  a level  consistent  with  the  surrounding 
parking  spaces. 

The  SFMTA  and  DPW  have  been  satisfied  with  the  cleanliness  of  the  on-street  parking  spaces,  and  no 
issues  have  been  reported. 

Construction 

On-street  parking  spaces  can  be  temporarily  closed  for  construction  or  special  events  such  as  street  fairs. 
For  these  space  closures,  signs  are  typically  posted  72  hours  in  advance.  The  SFMTA  cannot  exempt  on- 
street car  sharing  spaces  from  these  regulations,  and  during  the  pilot.  City  CarShare  has  been 
responsible  for  moving  the  vehicle  from  the  space  and  finding  an  alternate  location  if  necessary.  Since 
removing  the  vehicle  from  the  space  takes  it  out  of  service  and  makes  it  unavailable  to  members,  it  is 
desirable  to  avoid  this  as  much  as  possible. 

Throughout  the  pilot,  SFMTA  attempted  to  notify  City  CarShare  of  these  closures  with  as  much  advance 
notice  as  possible.  City  CarShare  also  maintains  close  ties  to  the  neighborhoods  they  operate  in,  and  is 
generally  aware  of  special  events  such  as  Sunday  Streets. 
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However,  not  all  space  closures  are  communicated  to  SFMTA,  particularly  those  related  to  construction  or 
utilities.  For  instance,  in  December  2011,  an  electrical  outage  in  the  Mission  required  that  PG&E  place  a 
temporary  generator  on  Valencia  Street  in  the  on-street  space.  The  SFMTA  contacted  PG&E  after  the 
event  to  improve  the  communication  of  such  events  in  the  future,  but  sometimes,  the  immediate  closure 
of  an  on-street  space  is  needed. 

Additionally,  the  Taylor/Pacific  pod  has  been  removed  from  service  three  times  due  to  unrelated 
construction  projects  lasting  a few  weeks  (street  excavation,  curb  ramp  improvements,  and  construction 
on  the  adjacent  property).  SFMTA  is  looking  into  ways  to  improve  the  coordination  and  communication  of 
construction  projects  in  order  to  reduce  the  number  and  severity  of  issues  for  car  sharing  organizations. 

These  kinds  of  closures  can  result  in  unexpectedly  removing  the  vehicle  from  service,  and  potentially 
towing  car  sharing  vehicles.  This  reduces  the  quality  of  the  member  experience  with  car  sharing  and  can 
reduce  its  overall  effectiveness. 

Program  administration 

Permit  design 

California  state  law  requires  that  the  SFMTA  issues  a permit  that  authorizes  the  vehicle  to  park  in  the 
designated  space.  This  permit  also  helps  with  enforcing  the  spaces,  as  does  the  requirement  that  car 
sharing  vehicles  are  clearly  marked  (with  logos)  as  car  sharing  vehicles. 

For  the  pilot,  the  SFMTA  designed  a permit  similar  to  that  used  in  the  Residential  Parking  Permit 
program.  The  permit  is  attached  to  the  lower  left  side  of  the  rear  bumper.  The  permit  contains  an 
individual  permit  number  (for  tracking  purposes),  the  space  the  vehicle  is  assigned  to,  the  license  plate 
number,  and  the  expiration  date. 

Figure  6:  On-street  car  sharing  permit  design 
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While  the  permit  has  served  the  purpose  of  identifying  authorized  vehicles,  City  CarShare  has  reported 
some  inflexibility  in  the  current  system.  Because  the  permit  contains  the  license  plate  number  of  the 
vehicle  and  is  affixed  to  the  vehicle,  it  is  non-transferrable.  While  City  CarShare  usually  keeps  the  same 
vehicle  at  each  of  its  pods,  they  will  occasionally  reassign  vehicles  to  spaces  for  maintenance  or  other 
operational  needs  (e.g.,  place  a pickup  truck  where  there  was  previously  a sedan). 

Invoicing  and  payments 

The  SFMTA  currently  charges  City  CarShare  $150  per  space  each  month  (as  legislated  in  the 
Transportation  Code).  This  has  been  based  on  a basic  cost  recovery  methodology  and  is  also  the  median 
of  the  SFMTA’s  current  off-street  car  sharing  fees.  The  SFMTA  currently  invoices  City  CarShare  this 
monthly  rate  on  a quarterly  basis.  This  schedule  strikes  and  even  balance  between  collecting  fees 
regularly  and  reducing  administrative  burden  on  both  sides. 

However,  reductions  in  the  fee  may  be  reasonable  during  periods  of  prolonged  space  unavailability. 
During  the  pilot,  some  of  the  on-street  spaces  were  unavailable  due  to  construction  and/or  special  events, 
but  payments  were  made  to  the  SFMTA  based  on  the  premise  of  having  access  to  the  space  for  the 
entire  month. 

Any  period  that  the  space  is  unavailable  means  that  the  vehicle  is  unavailable  to  members,  which 
reduces  the  effectiveness  of  the  on-street  space.  Alternative  locations  could  be  identified  for  temporary 
use,  but  they  will  likely  be  difficult  to  enforce  since  there  will  be  no  paint  or  signage.  A temporary  closure 
for  a few  hours  or  days  may  not  warrant  a reduction  in  payment,  but  unavailability  that  lasts  for  longer, 
say,  a week  or  more  incurs  financial  hardship  to  the  car  sharing  organization.  For  instance,  the 
Taylor/Pacific  space  was  out  of  commission  on  three  separate  occasions  for  two  to  three  weeks  each. 
This  was  due  to  a pipeline  project,  a curb  ramp  installation,  and  building  construction.  All  occurred 
separately  over  the  course  of  the  evaluation  period. 

User  behavior 

In  early  June  2012,  City  CarShare  sent  a survey  to  all  users  of  the  on-street  pilot  spaces.  City  CarShare 
offered  an  incentive  to  users  of  the  survey  and  the  response  rate  was  33  percent  (217  responses  out  of 
651  total).  This  section  lists  the  key  findings  from  the  survey.  The  vast  majority  of  respondents  to  the 
survey  were  members  prior  to  the  introduction  of  on-street  spaces;  new  and/or  potential  members  may 
perceive  on-street  car  sharing  spaces  differently. 

Overall,  satisfaction  with  on-street  spaces  was  high: 

© Eighty-nine  percent  of  respondents  would  recommend  the  on-street  pods  to  others, 
e Though  most  members  claimed  that  on-street  spaces  had  no  influence  in  their  decision  to  join  City 
CarShare,  37  percent  stated  that  on-street  pods  were  "extremely”  or  “somewhat”  influential.  Very 
few  (3  percent)  indicated  that  they  became  aware  of  City  CarShare  due  to  seeing  an  on-street  pod. 
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Members  also  found  on-street  spaces  more  visible  and  accessible  than  off-street  spaces.  Respondents 
rated  their  experience  with  on-street  spaces  as  better  than  their  experience  with  off-street  on  the  following 
criteria: 

• Proximity  of  on-street  space  to  the  member  (56  percent  of  respondents  rated  on-street  as  “much 
better”  or  “somewhat  better") 

• Ease  of  finding  the  vehicle  (56  percent  of  respondents  rated  on-street  as  “much  better”  or  “somewhat 
better”) 

• Ease  of  returning  the  vehicle  (44  percent  of  respondents  rated  on-street  as  “much  better”  or 
“somewhat  better”) 


Users  of  on-street  spaces  also  described  automobile  ownership  trends  to  all  users  of  car  sharing: 

« Over  half  gave  up  one  or  more  personal  vehicles  after  joining  City  CarShare  (44  percent  owned  one 
or  more  vehicles  prior  to  joining  City  CarShare  whereas  only  22  percent  of  respondents  owned  a 
vehicle  after  joining). 

• Car  sharing  affects  automobile  ownership.  The  vast  majority  of  respondents  (87  percent)  stated  that 
City  CarShare  membership  influences  the  number  of  vehicles  they  own. 


Respondents  to  the  survey  noted  the  need  for  improvements  in  the  following  areas: 

• Common  comments  indicated  the  need  for  better  signage,  painted  curbs  and  spaces,  lowering  the 
height  of  signs,  increased  enforcement,  and  posting  the  penalties  for  violators. 

• Of  those  who  would  not  recommend  on-street  spaces,  the  vast  majority  (20  out  of  23)  rated  the 
"ease  of  returning"  the  vehicle  as  “much  worse”  than  off-street  spaces,  due  to  the  spaces  being 
blocked  by  non-carshare  vehicles  when  they  returned. 


Survey  respondents  were  divided  as  to  whether  or  not  on-street  improved  perceived  safety: 
e Fifty  percent  indicated  that  lighting  was  “about  the  same”  (compared  to  35  percent  of  respondents 
who  indicated  that  on-street  offered  “much  better”  or  “somewhat  better”  lighting) 
e Fifty-seven  percent  of  respondents  rated  their  perception  of  personal  safety  with  on-street  spaces  as 
“about  the  same”  as  off-street  (compared  to  33  percent  of  respondents  who  indicated  that  their 
perception  of  personal  safety  was  “much  better”  or  “somewhat  better”) 
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Stakeholder  input 

Prior  to  the  pilot,  the  SFMTA  worked  with  local  neighborhood  groups  and  members  of  the  San  Francisco 
Board  of  Supervisors  to  select  the  pilot  spaces.  After  the  pilot,  the  SFMTA  solicited  feedback  on  the 
location  and/or  operation  of  the  pilot  spaces. 

In  general,  the  on-street  spaces  were  well  received  in  their  respective  neighborhoods.  Respondents  were 
supportive  of  car  sharing  and  expansion  of  the  program. 

Conclusion  and  recommendations 

These  following  lessons  learned  and  recommendations  will  be  considered  in  an  expansion  of  the 
program: 

® On-street  car  sharing  spaces  are  technically  feasible  in  San  Francisco.  The  exclusive 
designation  of  on-street  spaces  to  car  sharing  fulfilled  the  same  operational  need  as  off-street 
spaces.  Exemptions  from  street  sweeping,  RPP,  and  time  limits  did  not  pose  challenges.  Paint  and 
signage  may  need  to  be  revised  or  tailored  to  each  location. 

® On-street  car  sharing  spaces  can  be  quickly  become  well  utilized.  Some  spaces  had  very  high 
utilization  levels,  others  were  on  par  with  the  average,  and  a few  had  very  low  usage.  These  were 
primarily  related  to  the  market  they  serve.  If  located  in  areas  where  the  demand  for  car  sharing  is 
high,  on-street  spaces  can  grow  into  operational  maturity  faster  than  an  equivalent  off-street  space.  If 
on-street  spaces  are  located  in  a new  market,  they  should  not  be  expected  to  perform  better  than  an 
off-street  space. 

c Political  support  is  needed  for  proposed  spaces  to  be  approved.  SFMTA  will  need  to  balance 
neighborhood  concerns  with  the  locational  needs  of  car  sharing  to  have  spaces  that  will  be  well 
utilized  and  will  further  the  City’s  policy  goals.  On-street  car  sharing  spaces  will  need  a broad  base  of 
support  from  CSOs,  neighborhood  groups,  and  Supervisors’  offices  to  pass  each  step  of  the 
process. 

o Enforcement  of  the  spaces  is  important  for  success.  If  too  many  unauthorized  drivers  block  the 
spaces,  members  will  become  frustrated  and  utilization  can  suffer.  Targeted  enforcement  can  also 
restore  confidence  in  the  reliability  of  the  space.  Even  though  Valencia/1 7"^  and  Clay/Fillmore  had 
the  highest  levels  of  illegal  parking,  these  locations  were  still  among  the  most  utilized  pilot  locations. 
Highly  visible  paint  and  signage  also  helps  to  identify  these  spaces  as  reserved  for  car  sharing  only. 

e Commercial  areas  offer  high  visibility  and  accessibility,  but  may  present  enforcement 
challenges.  Spaces  should  be  strategically  placed  so  that  they  are  visible  and  accessible,  but  are 
away  from  key  areas  of  activity.  Locating  a space  around  a corner  or  across  the  street  may  be  able 
to  avoid  operational  problems  while  still  yielding  the  desired  benefits. 

e A transferrable  permit  gives  car  sharing  organizations  needed  flexibility.  The  California  Vehicle 
Code  mandates  that  cities  issue  permits  to  vehicles  authorizing  them  to  be  parked  in  on-street  car 
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sharing  spaces.  Additionally,  permits  assist  with  enforcement.  However,  the  permit  may  not  need  to 
be  assigned  to  the  specific  license  plate  of  the  vehicle.  If  car  sharing  organizations  bear  the 
responsibility  for  legally  owning  and  frequently  maintaining  the  vehicle  and  deliver  the  overall 
benefits  that  supports  the  SFMTA’s  goals,  then  it  may  be  unnecessary  for  the  SFMTA  to  check 
registrations  or  place  further  restrictions  on  what  kind  of  vehicle  can  be  parked  in  the  space.  A 
transferrable  permit  would  also  provide  the  flexibility  that  car  sharing  organizations  need  to  operate 
efficiently. 

• Recalculate  permit  fee.  The  SFMTA  established  the  $150  per  space  monthly  fee  based  on  an 
estimate  of  costs  to  administer  the  program.  Now  that  the  agency  has  actual  historical  data,  the 
SFMTA  should  reassess  assumptions  used  to  calculate  the  fee  and  recover  costs. 

® Improve  efforts  to  coordinate  and  communicate  parking  space  closures.  Temporary  space 
closures  limit  the  availability  of  the  vehicle.  Frequent  and/or  prolonged  closures  may  reduce  the 
effectiveness  of  the  space  and  can  place  a financial  burden  on  car  sharing  organizations  (which  may 
eventually  be  passed  down  to  members).  Coordination  and  communication  of  space  closures  are 
difficult  throughout  the  City  and  present  challenges  for  many  programs.  The  SFMTA  is  currently 
developing  systems  to  improve  its  awareness  of  temporary  closures  and  to  distribute  this 
information. 


Next  steps 

Overall,  the  analysis  suggests  that  on-street  car  share  spaces  are  feasible  and  can  be  well  utilized  in  San 
Francisco.  Using  lessons  learned  from  the  pilot,  SFMTA  will  develop  required  policies  and  legislation  to 
allow  a larger  pilot  of  citywide  on-street  car  share  spaces  and  will  include  program  rules  and  guidelines, 
and  criteria  for  participation.  The  larger  pilot  and  supporting  legislation  will  be  presented  to  the  SFMTA 
Board  for  approval  in  late  2012. 
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Appendix  A:  City  CarShare  on-street  user  survey  results 

(see  attached) 
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' SurveyMonkey 


1.  To  be  eligible  for  driving  related  credit  incentives  and  drawings,  please  enter  your  City 
CarShare  member  I.D.  number  below. 


Member  ID: 


Response  Response  Response 


Average  Total  Count 

28,524.87  6,246,947  219 

answered  question  219 

skipped  question  0 


Of  10 


2.  How  did  you  first  become  aware  of  City  CarShare?  (Choose  one  answer) 


Response  Response 
Percent  Count 


traditional  advertisement  (bus, 
radio,  brochure,  direct  mail) 


0.9% 


2 


internet  advertisement  (e.g., 
Google,  or  other  internet  ad) 


D 


family/friend/colleague 


saw  the  cars  driving  around  |~ 


saw  at  an  Off-Street  Pod  location 
(i.e.,  where  our  cars  live  in  a 
parking  lot,  a residence  or  a public 
garage) 


□ 


saw  an  On-Street  Pod  location 
(e.g.,  where  our  cars  live  at  a 
designated  curb-side  space  on  a 
city  street) 


visited  a City  CarShare  booth  at  a j 

fair  /event 


saw  a competitors  advertisements  | — . 
or  cars  and  researched  car  sharing 


cannot  remember  | | 


Other  (please  specify) 


1.4%  3 

34.0%  72 

19.8%  42 

3.3%  7 


2.4%  5 

4.2%  9 

4.2%  9 

11.8%  25 

17.9%  38 

answered  question  212 

skipped  question  7 


2 Of  10 


3.  Please  rate  how  important  the  availability  of  On-Street  Pod  locations  were  in  your 
decision  to  join  City  CarShare? 


Not  At  All  Important  I — ~~ 

Extremely  Important  | - ■ 

Somewhat  Important  |.  ~1 


Response  Response 


Percent  Count 
62.7%  133 

18.4%  39 

18.9%  40 

answered  question  212 

skipped  question  7 


3 of  10 


4.  Please  rate  your  satisfaction  level  with  the  On-Street  Pod(s)  you  have  used,  as  compared 
to  other  City  CarShare  Pod(s)  you  have  used  (such  as  garages,  lots,  residences,  etc.), 
based  on  the  following  attributes:  (Please  make  a choice  for  each  attribute.) 


Much 

Somewhat 

Better 

Better 

Proximity  / Closeness  of  Pod  to 

you 

33.0% 

(70) 

23.1%  (49) 

Ease  of  Finding  Vehicle 

28.0% 

(59) 

27.5%  (58) 

Ease  of  Returning  Vehicle 

25.2% 

(53) 

19.0%  (40) 

Lighting 

1 5.8% 

(33) 

20.1%  (42) 

Condition  of  Pod  (litter,  graffiti, 
etc.) 

8.1% 

(17) 

13.7%  (29) 

Vehicle  Selection 

6.2% 

(13) 

6.7%  (14) 

Perception  of  Personal  Safety. 

12.1% 

(25) 

20.8%  (43) 

About 

the 

Same 

Somewhat 

Worse 

Much 

Worse 

Don't 

Know/Can't 

Answer 

Response 

Count 

34.9% 

(74) 

5.7%  (12) 

0.9% 

(2) 

2.4%  (5) 

212 

30.3% 

(64) 

8.1%  (17) 

3.8% 

(8) 

2.4%  (5) 

211 

25.7% 

(54) 

1 1 .4%  (24) 

15.7% 

(33) 

2.9%  (6) 

210 

50.2% 

(105) 

5.7%  (12) 

0.0% 

(0) 

8.1%  (17) 

209 

65.4% 

(138) 

9.0%  (19) 

0.9% 

(2) 

2.8%  (6) 

211 

64.1% 

(134) 

17.2%  (36) 

1 .4% 

(3) 

4.3%  (9) 

209 

57.0% 

(118) 

5.3%  (11) 

1 .0% 

(2) 

3.9%  (8) 

207 

answered  question 

212 

skipped  question 

7 

5.  Based  on  your  experience  to  date,  would  you  recommend  using  the  On-Street  Pod(s)  to 
others? 


Yes 


No 


Response  Response 


Percent  Count 

I 1 89.2%  189 

I I 10.8%  23 

answered  question  212 

skipped  question  7 
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6.  What  suggestions,  if  any,  do  you  have  for  improving  the  On-Street  Pod(s)  you  have  used? 


Response 

Count 

146 

answered  question  146 

skipped  question  73 

7.  Since  joining  City  CarShare,  please  indicate  your  frequency  of  using  the  following  modes 
of  transportation  ...  (please  make  a choice  for  each  option) 


More  Often 

About  the 

Same 

Less  Often 

Never  Used 

Response 

Count 

Bus/Train 

17.7%  (36) 

61.6%  (125) 

19.2%  (39) 

1.5%  (3) 

203 

Taxi 

8.9%  (18) 

40.9%  (83) 

39.9%  (81) 

10.3%  (21) 

203 

Bicycle 

16.3%  (33) 

31.5%  (64) 

6.9%  (14) 

45.3%  (92) 

203 

Walk 

23.6%  (48) 

68.0%  (138) 

7.4%  (15) 

1.0%  (2) 

203 

Scooter/Motorcycle 

3.4%  (7) 

9.9%  (20) 

3.9%  (8) 

82.8%  (168) 

203 

Car 

6.9%  (14) 

31 .0%  (63) 

35.0%  (71) 

27.1%  (55) 

203 

Ferry 

3.9%  (8) 

29.1%  (59) 

8.4%  (17) 

58.6%  (119) 

203 

answered  question  203 

skipped  question  16 
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8.  What  are  the  typical  reasons  that  you  most  often  reserve  a City  CarShare  vehicle  for? 
(Select  all  that  apply) 


grocery  shopping  [ 


Response  Response 
Percent  Count 

65.5%  133 


shopping  for  other  items 
(househoid  / personai) 


134 


run  miscellaneous  errands  (post 
office,  cleaners,  etc.) 


61.6% 


125 


commute  to  work  / school  □ 


7.4%  15 


work  related  appointments  or 
meetings 


32.5%  66 


attend  personal  appointments  / 
meetings  / place  of  worship 


41.4%  84 


visit  family/friends  within  the  Bay 
Area 


43.3%  88 


overnight  trips  outside  of  Bay  Area 

(e.g.,  visits,  camping,  skiing,  | | 

general  tourism) 

Other  (please  specify)  | 


29.1%  59 


18.7%  38 


answered  question  203 

skipped  question  16 
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9.  On  average,  approximately  how  many  times  do  you  use  City  CarShare  per  month? 


Response  Response 
Percent  Count 

0-1  I - --  - I 20.3%  41 

2-5  I I 65.3%  132 

6-10  I I 10.9%  22 

11-15  □ 2.5%  5 

1 6 or  more  []  1 .0%  2 

answered  question  202 

skipped  question  17 


10.  How  do  you  MOST  typically  get  to  a City  CarShare  Pod?  (select  one) 

Response  Response 


Percent  Count 

Other  []  0.5%  1 

Walk  l~...  - -1  85.7%  174 

Bicycle  Q 4.4%  9 

Scooter/Motorcycle  []  1.5%  3 

Bus/Train  | | 7.9%  16 

Taxi  0.0%  0 

Someone  drives  me  in  a car  0.0%  0 

Other  (please  specify) 

4 

answered  question  203 

skipped  question  16 
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11 . If  you  did  not  have  carsharing  as  an  option,  how  would  you  have  otherwise  completed 
the  trips  you  typically  used  City  CarShare  for? 


Bus/Train  I 
Taxi  I 
Bicycle  | 

Walk  r~~ 
Scooter/Motorcycle  □ 
Borrow  Car  | 

Use  Personal  Car  | 
Carpool/Rideshare  EH 
Would  not  have  made  the  trip  | 


Response  Response 


Percent  Count 
61.1%  124 

41.4%  84 

17.2%  35 

30.0%  61 

5.9%  12 

40.4%  82 

14.8%  30 

7.9%  16 

38.9%  79 

Other  (please  specify) 

answered  question  203 

skipped  question  16 
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12.  How  many  motor  vehicles  did  you  (your  household)  own  prior  to  joining  City  CarShare? 


0 I — : -q 


2 □ 

3 D 

4+  □ 


Response 

Percent 

54.2% 

35.0% 

8.9% 

0.5% 

1 .5% 

answered  question 
skipped  question 


13.  How  many  motor  vehicles  do  you  (your  household)  own  now? 


0 El 

1 El 

2 □ 
3 D 

4+  [] 


Response 

Percent 

77.8% 

16.3% 

4.4% 

1.0% 

0.5% 

answered  question 
skipped  question 


Response 

Count 

110 

71 

18 

1 

3 

203 

16 

Response 

Count 

158 

33 

9 

2 

1 

203 

16 
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14.  How  many  motor  vehicles  are  you  (your  household)  likely  to  own  in  the  next  12  months? 


0 [ 


2 □ 
3 D 

4+  I 


Response  Response 


Percent  Count 
68.5%  139 

24.1%  49 

5.9%  12 

1.0%  2 

0.5%  1 

answered  question  203 

skipped  question  16 


15.  Please  rate  the  extent  to  which  your  membership  with  City  CarShare  influences  the 
number  of  vehicles  you  (your  household)  owns/leases? 


Response 

Response 

Percent 

Count 

extremely  influential 

1 1 

43.3% 

88 

somewhat  influential 

1 ..!□ 

42.9% 

87 

not  at  all  an  influence 

□Zl 

9.4% 

19 

unknown  / can't  say 

□ 

4.4% 

9 

answered  question 

203 

skipped  question 
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Introduction 

Car  sharing^  reduces  household  vehicle  ownership  rates,  parking  demand,  vehicle 
miles  traveled,  and  greenhouse  gas  emissions.  In  combination  with  the  San  Francisco 
Municipal  Transportation  Agency’s  (SFMTA)  efforts  to  better  utilize  transportation 
demand  management  strategies,  improve  parking  management,  and  make  transit, 
walking,  and  bicycling  more  attractive,  car  sharing  plays  a role  in  helping  the  SFMTA 
and  therefore  the  city  achieve  its  goals. 

Specifically,  the  SFMTA  can  advance  a number  of  key  objectives  in  its  2013-2018 
Strategic  Plan  by  facilitating  the  expansion  of  car  sharing.  These  include  increasing 
travel  by  non-private  automobile  (Objective  2.3),  improving  parking  management 
(Objective  2.4),  and  reducing  resource  consumption  and  carbon  dioxide  and  other 
emissions  (Objective  3.1). 

The  key  goals  of  the  SFMTA's  car  sharing  policy  are  to  expand  the  availability  of  car 
sharing  across  San  Francisco,  increase  the  usage  of  car  sharing,  and  preserve  or 
increase  choice  of  car  share  organizations  (CSOs).  CSOs  report  that  one  of  the  key 
challenges  for  expanding  car  sharing  is  the  difficulty  of  acquiring  parking  spaces  for  car 
sharing  parking  or  “pods”,  which  are  locations  where  customers  can  pick  up  a car 
sharing  vehicle.^’ ^ The  SFMTA  can  use  parking  policy  to  encourage  and  facilitate  car 
sharing,  and  thereby  realize  more  of  its  benefits. 

The  SFMTA  currently  offers  car  sharing  spaces  to  CSOs  in  off-streets  lots  and  garages, 
but  no  formal  policy  is  in  place  to  guide  this  process.  Additionally,  as  part  of  SFpark  and 
the  SFMTA’s  effort  to  better  manage  parking  demand,  the  SFMTA  concluded  a pilot  of 
twelve  on-street  car  share  spaces  (“pods”)  in  spring  2012.  Using  lessons  learned  from 
that  on-street  pilot,  to  expand  and  facilitate  the  ability  of  car  sharing  organizations  to 
acquire  spaces  for  pods,  the  SFMTA  proposes: 

• An  expanded  pilot  test  of  on-street  car  sharing  pods  from  approximately 
September  1,  2013  through  August  30,  2015. 

• Clarification  and  improvement  of  SFMTA’s  existing  policies  for  CSOs  to  acquire 
pods  in  SFMTA-managed  parking  lots  and  garages. 


fr 


^ This  document  uses  “car  sharing”  to  denote  the  “round  trip"  model  of  vehicle  sharing,  where  a 
customer’s  sharing  session  begins  and  ends  at  the  same  parking  space,  and  not  other  emerging  models 
of  car  sharing,  such  as  one-way. 

^Transit  Cooperative  Research  Program.  2005.  Report  No.  108:  Car  Sharing:  Where  and  How  it 
Succeeds. 

^ Interviews  with  local  car  share  organizations 


fr 


SFMTA 


Car  Sharing  Policy  and  Pilot  Project  / 3 
July  2013 


The  SFMTA  proposes  this  broader  on-street  pilot  because  on-street  car  sharing  pods 
can  encourage  car  sharing  in  the  following  ways; 

• Increases  visibility  of  car  sharing.  More  visibility  can  lead  to  greater 
awareness  of  car  sharing  and  encourage  more  people  to  utilize  car  sharing. 

• Improves  proximity  to  trip  origins.  The  location  of  on-street  pods  is  more 
flexible  than  those  in  lots  or  garages.  This  improves  the  potential  geographic 
distribution  of  pods  thereby  reducing  the  time  and  effort  required  to  access  the 
vehicle.  This  improves  the  ease  of  using  car  sharing. 

• Increases  the  number  of  pods.  Many  existing  off-street  pods  are  located  on 
underutilized  parcels  that  are  likely  to  redeveloped.  There  will  be  no  guarantee 
that  these  spaces  will  be  replaced  on  a 1 :1  basis.  Given  that  there  are 
approximately  281,000  on-street  parking  spaces  in  San  Francisco,  using  even  a 
minute  fraction  of  those  spaces  as  on-street  car  sharing  pods  has  the  potential  to 
dramatically  facilitate  car  sharing. 

The  SFMTA  expects  to  begin  evaluating  the  pilot  in  fall  2014  to  decide  whether  or  not  to 
continue  the  on-street  car  sharing  program  and,  if  continued,  how  to  improve  it. 

Benefits  of  car  sharing 

Car  sharing  can  achieve  the  following  goals  at  minimal  or  no  cost  to  the  SFMTA: 

• Reduce  automobile  ownership  rates.  By  having  access  to  a vehicle, 
households  often  give  up  a second  or  third  vehicle.  Some  forego  vehicle 
ownership  entirely.  A recent  comprehensive  study  showed  that  every  shared  car 
replaces  as  many  as  13  private  vehicles."^  Lower  car  ownership  rates  reduce 
overall  parking  demand,  especially  in  residential  and  mixed  use  areas. 

• Reduce  vehicle  miles  traveled  (VMT).  Overall,  members  of  CSOs  travel  fewer 
miles  by  car,  which  helps  to  reduce  congestion  and  parking  demand.^'®'  ^One 


Martin,  Elliot,  Susan  Shaheen,  and  Jeffrey  Lidicker.  2010.  Impact  of  Carsharing  on  Household 
Vehicle  Holdings:  Results  from  North  American  Shared-Use  Vehicle  Survey.  Transportation  Research 
Record:  No.  2143:  150-158. 

® Martin,  Elliot,  and  Susan  Shaheen.  2011.  The  Impact  of  Carsharing  on  Public  Transit  and 
Non-Motorized  Travel:  An  Exploration  of  North  American  Carsharing  Survey  Data.  Energies  201 1 , 4: 
2094-2114. 

® Cervero,  Robert  and  Yushin  Tasi.  2004.  City  CarShare  in  San  Francisco,  California:  Second-Year  Travel 
Demand  and  Car  Ownership  Impacts.  Transportation  Research  Record  No.  1887: 117-127. 

^ Cervero,  Robert,  Aaron  Golub,  and  Brendan  Nee.  2006.  San  Francisco  City  CarShare:  Longer-Term 
Travel-Demand  and  Car  Ownership  Impacts.  Working  Paper. 
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estimate  concluded  that  each  shared  vehicle  leads  to  about  18,000  fewer  VMT 
every  year  ® 

• Reduce  greenhouse  gas  and  other  emissions.  Reducing  VMT  translates  to 
reducing  greenhouse  gas  emissions.  On  average,  by  reducing  VMT  and  using 
fuel  efficient  vehicles  with  low  emissions  profiles,  it  is  estimated  that  each  shared 
vehicle  reduces  carbon  dioxide  emissions  by  about  seven  tons  every  year.® 
Shared  vehicles  tend  to  be  used  more  frequently,  reducing  the  number  of  cold 
starts,  contributing  to  lower  overall  emissions  when  compared  to  private 
automobiles. 

• Reduce  household  transportation  budgets  and  increase  economic 
reinvestment.  Bay  Area  residents  spend  up  to  $12,000  annually  per  household 
car.  Households  who  forego  owning  and  operating  a car  and  use  car  sharing  and 
a combination  of  walking,  bicycling,  taxi,  and  transit  to  meet  their  transportation 
needs  spend  up  to  a third  of  the  costs  compared  to  owning  and  operating  a 
vehicle.  Some  of  these  savings  are  reinvested  in  the  local  economy. 

• Increase  walking,  bicycling,  and  transit  use.  San  Franciscans  already  walk, 
bike,  and  use  public  transit  more  than  most  people  in  the  nation.  However,  those 
who  are  members  of  CSOs  do  so  more  than  non-members  (77  percent  of  trips 
compared  to  67  percent,  respectively).^®  This  suggests  that  members  of  CSOs 
tend  to  walk,  bike,  or  take  transit  for  more  trips  than  non-members. 

Models  of  car  sharing 

For  the  past  decade,  “car  sharing”  has  described  a service  where  a member  reserves  a 
vehicle,  picks  it  up  at  a designated  location,  completes  his  or  her  trip,  and  then  returns 
the  vehicle  to  the  same  location.  However,  new  organizations  calling  themselves  car 
sharing  with  different  operational  models  challenge  the  traditional  model.  To  summarize 
the  spectrum  of  car  sharing  business  models: 

• Traditional.  City  CarShare  and  Zipcar  have  operated  the  “Point  A to  Point  A” 
model  in  San  Francisco  and  the  Bay  Area  for  several  years.  The  traditional 


® Osgood,  Andrea.  2007.  Curb  Dreams:  Allocating  On-Street  Parking  for  Carsharing.  Unpublished 
master’s  thesis.  University  of  California,  Los  Angeles. 

® Martin,  Elliot,  and  Susan  A.  Shaheen.  2011.  Greenhouse  Gas  Emission  Impacts  of 

Carsharing  in  North  America,  IEEE  Transactions  on  Intelligent  Transportation  Systems,  Vol.  12,  No.  4: 

1074-1086. 

^°Cervero,  Robert,  Aaron  Golub,  and  Brendan  Nee.  2006.  San  Francisco  City  CarShare:  Longer-Term 
Travel-Demand  and  Car  0\A/nership  Impacts.  Working  Paper. 
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model  has  been  well-studied  by  academic  researchers  and  has  been  proven  to 
deliver  benefits  described  above. 

• Peer-to-peer.  These  services  have  a very  similar  operation  model  as  the 
traditional  “Point  A to  Point  A”  car  sharing  organizations,  allowing  individuals  to 
rent  their  privately-owned  vehicle  to  other  members  via  a matching  service. 

Some  companies  that  use  this  model  are  RelayRides,  Getaround,  and  Wheelz. 
Until  recently,  these  organizations  had  required  vehicle  owners  to  personally 
hand  off  keys  to  renters,  but  control  and  monitoring  infrastructure  (e.g.,  key  fob 
readers,  odometer  meters)  is  increasingly  being  implemented  by  peer-to-peer 
services  to  manage  their  operations  and  collect  usage  data. 

• One-way.  These  services  allow  members  to  pick  up  a vehicle  near  the  start  of 
their  trip  and  return  it  at  a location  near  their  destination,  typically  at  an  on-street 
parking  space.  This  business  model  is  predicated  on  the  ability  of  CSO  members 
to  park  cars  at  general  metered  or  unmetered  parking  spaces  in  commercial  or 
residential  areas  (though  still  subject  to  regulations  such  as  street  cleaning,  tow 
away,  white  zones,  yellow  commercial  loading  zones,  etc.).  Car2go  is  an 
example  of  a one-way  car  sharing  organization,  currently  operating  in 
Washington  DC,  Miami,  San  Diego,  Portland,  and  Austin,  as  well  as  several 
European  and  Canadian  cities. 

Requirements  to  participate 

Division  II  of  the  Transportation  Code  (SFTC  Section  901)  establishes  a definition  for  a 
car  share  organization.  In  order  to  participate  in  the  SFMTA’s  off-street  car  sharing 
program,  an  organization  must  meet  this  definition. 

To  participate  in  the  upcoming  pilot  on-street  program,  CSOs  must  meet  the  SFTC 
definition  as  well  as  additional  requirements.  On-street  parking  spaces  are  part  of  the 
public  right  of  way,  and  the  SFMTA’s  on-street  parking  management  policy  strives  to 
maximize  the  utility  of  this  limited  public  asset.  Giving  extraordinary  privileges  to 
organizations  using  the  public  right  of  way  or  exemptions  to  any  parking  regulations, 
such  as  dedicating  on-street  parking  spaces  for  the  exclusive  use  of  car  share 
organizations,  can  only  be  justified  if  it  produces  substantial  public  benefits.  The 
additional  on-street  requirements  are  intended  to  ensure  these  benefits. 

For  the  pilot  proposed  here,  the  SFMTA  will  include  traditional  and  peer-to-peer  car 
sharing  models.  The  proposed  pilot  will  not  include  the  one-way  car  share  model.  While 
promising  in  many  respects,  the  potential  benefits  and  effects  of  the  one-way  model  are 
still  insufficiently  documented  and  understood  at  this  time. 


fr 


SFMTA 


msportatlon  Agency 


,,  SFMTA 

mg  Municipal  Transportallon  Agency 


Car  Sharing  Policy  and  Pilot  Project  / 6 
July  2013 


While  the  SFMTA  does  not  plan  to  include  one-way  car  sharing  in  the  on-street  portion 
of  this  pilot,  those  organizations  are  free  to  operate  within  existing  parking  regulations” 
and  participate  in  the  SFMTA’s  off-street  car  sharing  program  if  they  meet  the  definition 
of  a car  share  organization  in  the  Transportation  Code.  The  SFMTA  is  eager  to  see 
more  independent  research  and  analysis  of  the  one-way  car  share  system  model  and 
may  consider  including  one-way  car  sharing  in  a later  pilot. 

Requirements  per  Division  II  of  the  Transportation  Code 
In  August  201 1 , the  SFMTA  Board  approved  changes  to  Division  II  of  the 
Transportation  Code  to  enable  on-street  car  sharing.  The  SFMTA  will  seek  approval 
from  the  SFMTA  Board  to  make  the  changes  necessary  for  this  definition  to  apply  to 
any  car  share  organization,  regardless  of  whether  they  seek  on-  or  off-street  spaces. 

Section  901  of  the  Transportation  Code  defines  a “car  share  organization”  as: 

A public,  private,  or  non-profit  entity  that  provides  preapproved  members  access 
to  a citywide  network  of  at  least  ten  (10)  motor  vehicles  in  the  City  and  County  of 
San  Francisco  and  meet  the  requirements  set  forth  in  Section  911. 

Section  911(b)  describes  additional  requirements  pertaining  to  the  organization: 

• Car  Share  Vehicles  may  only  be  available  to  members  by  reservation  on  an 
hourly  basis,  or  in  smaller  intervals,  and  at  rates  which  vary  by  time  or  by  time 
and  distance. 

• Car  Share  Vehicles  are  available  to  members  at  an  unstaffed  self-service 
location  and  available  for  pick-up  by  members  on  a twenty-four  hour,  seven  day 
per  week  basis  without  assistance  or  key  exchanges  or  hand-offs  with  owner, 
operator,  lot,  stations  or  garage  or  any  other  paid  or  contracted  personnel.  If 
parked  in  a public  garage.  Car  Share  Vehicles  are  available  during  all  hours  the 
garage  is  open. 

• Automobile  insurance  must  be  provided  for  each  Car  Share  Vehicle  for  each 
member  using  the  vehicle  during  the  period  of  use  and  all  must  be  included 
within  the  standard  published  hourly  and  mileage  price  of  the  reservation. 

• The  emblem  of  the  Car  Share  Organization  must  be  prominently  displayed  on 
both  the  driver  and  passenger  side  of  Car  Share  Vehicles. 


For  example,  these  vehicles  can  park  on-street  as  long  as  they  do  not  violate  signed  restrictions  (such 
as  peak  period  tow  away  zones,  street  sweeping,  or  RPP  time  limits).  Payments  at  meters  can  be  made 
using  the  SFMTA  parking  card  or  the  pay-by-phone  system  or  credit  cards  in  SFpark  pilot  areas. 
Additionally,  most  city-owned  garages  offer  spaces  at  a monthly  rate  or  monthly  reserved  rate. 
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Meeting  these  requirements  will  qualify  a CSO  to  participate  in  the  SFMTA’s  off-street 
car  sharing  program. 

Additional  on-street  program  requirements 

In  addition  to  meeting  the  formal  definition  of  a CSO,  the  SFMTA  requires  that  CSOs 
expressly  agree  to  the  following  practices  and  actions  to  be  eligible  to  participate  in  the 
pilot  on-street  program: 

• Make  on-street  vehicles  available  for  rental  at  hourly  (or  less)  increments 
only.  On-street  parking  spaces  are  valuable  public  space.  If  they  are  to  be 
designated  for  the  exclusive  use  of  a CSO,  the  SFMTA  must  ensure  that  the 
vehicle  is  made  available  to  as  many  users  as  possible.  When  vehicles  are 
reserved  at  daily  or  weekly  rates,  other  users  are  prevented  from  using  it  for 
short-term  local  trips. 

• Make  on-street  vehicles  available  for  rental  at  least  75%  of  the  month.  Peer- 
to-peer  car  sharing  permits  a private  owner  to  share  their  vehicle  while  retaining 
some  use  for  themselves.  In  designating  a dedicated  on-street  space  for  car 
sharing  the  SFMTA  is  granting  exclusive  use  of  a valuable  public  resource  for  the 
public  good.  Participating  CSOs  must  commit  to,  and  ensure  that,  shared 
vehicles  are  available  for  shared  use  at  least  75%  of  the  time. 

• Provide  an  outreach  plan  to  reach  new  members.  The  goal  of  this  pilot  is  to 
expand  the  number  of  people  who  use  car  sharing.  To  participate  in  the  on-street 
program,  each  CSO  must  provide  an  overview  of  its  planned  marketing  and 
outreach  efforts  related  to  this  pilot.  The  SFMTA  is  eager  to  have  this  service 
reach  and  serve  people  throughout  San  Francisco,  so  CSOs’  outreach  and 
operations  plans  should  be  explicit  in  addressing  geographic  equity  as  well  as 
how  the  CSO  intends  to  get  support  for  its  proposed  on-street  spaces  and  ensure 
that  those  spaces  are  well-utilized. 

• Provide  an  outreach  activity  summary.  For  the  first  nine  months  of  operation 
in  the  on-street  program,  CSOs  must  provide  the  SFMTA  a quarterly  summary  of 
outreach  activities  used  to  promote  car  sharing  at  their  on-street  spaces.  The 
SFMTA  will  review  the  effectiveness  of  outreach  efforts  after  the  pilot’s  first  six 
months  and  make  recommendations  for  any  changes  as  appropriate. 

• Provide  data  to  the  SFMTA.  The  SFMTA  needs  data  in  order  to  better 
understand  car  sharing  operations  in  San  Francisco  and  evaluate  this  pilot.  The 
CSO  must  agree  to  provide  the  following  information  to  the  SFMTA  every  quarter 
of  every  year: 

1.  Total  current  members  in  San  Francisco,  summarized  by  zip  code. 

2.  A list  of  all  current  vehicle  locations  (i.e.,  on-  and  off-street  locations  where 
users  may  pick  up  a vehicle)  in  San  Francisco.  Locations  should  be 
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identified  by  an  address  and/or  latitude/longitude.  The  list  should  identify 
how  many  vehicles  are  sited  at  each  location. 

3.  Day,  time,  and  location  of  the  start  and  end  of  all  trips,  as  well  as  the  VMT 
for  that  trip. 

4.  The  following  operational  metrics  for  each  on-street  vehicle  in  San 
Francisco  over  the  past  quarter: 

■ Average  utilization  rate  (this  data  shall  include  the  percentage  of 
time  that  a vehicle  was  used,  that  each  space/vehicle  was  not 
available  (e.g.,  if  a parking  space  was  removed  from  service),  and 
that  each  vehicle  sat  waiting  to  be  used). 

■ Average  unique  users  per  vehicle  per  month. 

• Survey  CSOs  members.  As  part  of  the  evaluation  of  this  pilot,  the  SFMTA 
needs  to  be  able  to  survey  each  CSO's  members  to  learn  how  travel  patterns 
changed.  The  SFMTA  will  work  with  CSOs  to  develop  a survey  that  the  SFMTA 
expects  each  CSO  to  administer  (via,  for  example,  emails  to  its  members).  This 
survey  would  be  administered  twice,  once  near  the  beginning  of  the  pilot  and 
once  about  eight  months  prior  to  the  end  of  the  two-year  pilot. 

Proposed  changes  to  the  Transportation  Code 

Following  the  evaluation  of  lessons  learned  from  the  previous  on-street  car  sharing  pilot, 

the  SFMTA  proposes  the  following  amendments  to  the  Transportation  Code. 

Deletions 

The  SFMTA  recommends  that  the  Transportation  Code  be  amended  to  remove: 

• Section  911(c)(1)(D):[Each  application  for  a permit  shall]  Identify  the  license 
number,  provide  proof  of  current  California  Department  of  Motor  Vehicles 
registration  for  the  vehicle,  and  provide  proof  of  current  insurance  for  the  vehicle. 

• Section  911(c)(2):  A Car  Share  Vehicle  Parking  Permit  shall  be  issued  to  a 
designated  Car  Share  Vehicle  for  a designated  specific  location. 


The  SFMTA’s  evaluation  of  the  initial  on-street  car  sharing  pilot  recognized  that  CSOs 
need  flexibility  in  deploying  vehicles  to  certain  spaces,  allowing  them  to  be  responsive 
to  the  demand  for  car  sharing  and  replacing  vehicles  as  needed  (e.g.,  when  removing 
vehicles  from  service  for  repair).  Linking  the  on-street  car  share  permit  to  a specific 
vehicle  via  license  plate,  VIN,  or  registration  record  imposes  an  administrative  burden 
on  the  SFMTA  and  CSOs  with  no  real  benefit. 
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Changes  and  additions 

Additionally,  the  SFMTA  recommends  that  the  Transportation  Code  be  amended  in  the 
following  manner: 

• Section  901  (f):  Car  Share  Organization.  A public,  private  or  non-profit  entity  that 
provides  preapproved  members  access  to  a citywide  network  of  at  least  ten  (10) 
motor  vehicles  in  the  City  and  County  of  San  Francisco  and  meet  the 
requirements  set  forth  in  Section  91 1(b)  the  Transportation  Code. 

• Section  901  (g):  Car  Share  Vehicle.  A motor  vehicle  for  which  a Car  Share 
Vehicle  Parking  Permit  is  issued  by  the  SFMTA  that  authorizes  thethat  specffic 
vehicle  to  Park  in  a designated  on-street  car  share  Parking  Space. 

• Section  901  (h):  On-Street  Car  Share  Vehicle  Parking  Permit.  A permit  issued 
by  the  SFMTA  to  a specific  vehicle  that  authorizes  such  vehicle  to  Park  in  a 
designated  on-street  car  share  Parking  Space  without  being  subject  to 
enforcement  of  Car  Share  Vehicle  parking  restrictions. 

• Section  911(a)(1):  The  SFMTA  shall  issue  a SFMTA  permit  for  use  by  a specific 
Car  Share  Vehicle  upon  receipt  of  a written  application  from  a qualified  Car 
Share  Organization  on  a form  prescribed  by  the  SFMTA. 

• Section  911(a)(3):  The  SFMTA  shall  implement  a pilot  program  until 
approximately  August  30,  201  SAuoust  31 .2012.  and  may  impose  additional 
terms  and  conditions  for  permit  eligibility  during  the  any  initial  pilot  program 
including  limiting  the  number  of  Car  Share  Organizations  which  can  participate, 
the  time  period  for  any  permit  issued,  and  a prorated  permit  fee  based  on  the 
number  of  months  the  permit  is  issued  for. 

• Section  91 1 (a)(5):  The  qualified  Car  Share  Organization  must  pay  the  applicable 
On-Street  Car  Share  Vehicle  Parking  Permit  fee,  based  upon  the  location  of  the 
designated  on-street  car  share  Parking  Space  as  determined  by  the  SFMTA.  and 

a one-time  set-up  and  installation  fee  of  $6400  per  designated  on-street  car 
share  Parking  Space  before  a permit  may  be  issued. 

• Section  91 1 (a)(6):  The  applicable  Car  Share  Vehicle  Parking  Permittee  shall  be 
based  upon  the  location  of  the  designated  Parking  Space  as  follows:  [definitions 
of  three  On-Street  Car  Share  Vehicle  Parking  Permit  fee  zones,  as  illustrated  in 
Figure  1 on  page  13  of  this  document] 

• Section  91 1 (b)(4):  The  emblem  of  the  Car  Share  Organization  must  be 
prominently  displayed  on  both  the  driver  and  passenger  side  frent  doers  of  the 
vehicle. 
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• Section  911(bU6):  A Car  Share  Vehicle  must  be  available  to  members  for  rental 
at  least  seventy-five  percent  of  the  time  during  any  given  month  when  the  vehicle 

is  Parked  in  a designated  on-street  car  share  Parking  Space  at  any  time  during 

that  monthT 

• Section  911(bU7):  [require  citvwide  distribution  of  Car  Share  Vehicies  avaiiable 
to  members  as  determined  by  the  SFMTA.1 

• Section  902(d):  [Establish  Car  Share  Vehicle  Parking  Permit  fees  for  the  three 
zones  defined  in  section  91 1(a)(6):  correct  the  section  reference  to  Press  Vehicle 
Permits.] 

On-street  spaces 

This  section  summarizes  how  the  SFMTA  will  make  on-street  spaces  available  at  a 
larger  scale.  This  will  consist  of  an  application  process  for  spaces  for  a two-year  period. 
After  evaluating  the  pilot,  the  SFMTA  may  discontinue,  continue,  or  expand  the 
program. 

Application  and  approval  process 

For  each  organization  that  participates  in  the  on-street  pilot,  the  SFMTA  will  make  up  to 
150  spaces  (0.05%  of  the  city’s  total  on-street  supply)  available  for  designation  as  on- 
street car  sharing  pods  in  FY2014  and  an  additional  150  spaces  in  FY15.  Because 
reserved  on-street  parking  spaces  must  be  established  in  Division  II  of  the  San 
Francisco  Transportation  Code,  all  spaces  will  be  subject  to  the  following  approval 
steps: 

• Pass  review  by  SFMTA  transportation  engineering  staff  to  ensure  functional 
feasibility  (e.g.,  do  not  locate  a space  on  a major  neighborhood  commercial 
street)  and  no  conflicts  with  other  regulations  (e.g.,  do  not  locate  a space  in  a tow 
away  zone). 

• Undergo  review  by  the  Transportation  Advisory  Staff  Committee  (TASC)  to  brief 
relevant  SFMTA  divisions  and  other  city  departments  (e.g.,  Planning  Department, 
DPW,  SFPD)  on  new  spaces  and  programs. 

• Perform  outreach  to  neighborhood  and  community  groups. 

• Pass  a SFMTA  Transportation  Engineering  Public  Hearing,  including  conducting 
all  required  public  noticing  of  proposed  on-street  space  requests. 

• Receive  approval  from  the  SFMTA  Board  of  Directors. 
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Prior  to  each  fiscal  year  for  the  pilot,  the  SFMTA  will  solicit  applications  from  qualified 
CSOs  for  on-street  spaces.  Each  CSO  will  submit  a letter  of  interest  indicating  which 
spaces  the  CSO  proposes  for  the  upcoming  fiscal  year.  Each  CSO  may  request  an 
unlimited  number  of  spaces  but  no  CSO  will  be  permitted  more  than  150  spaces  for  the 
first  year  of  the  pilot.  The  CSO  must  submit  a list  of  spaces  in  one  Excel  file  including 
the  address  of  each  space  with  nearest  cross-street  and  latitude/iongitude. 

Evaluation  and  space  selection  steps 

The  SFMTA  will  designate  no  more  than  two  on-street  spaces  per  block  for  reserved 
on-street  spaces.  A block  is  generally  defined  as  the  curb  space  on  either  side  of  the 
street  where  the  address  range  increases  in  increments  of  one  hundred  (e.g.,  400-499 
Valencia  is  one  block).  The  evaluation  and  parking  space  selection  process  will  consist 
of  the  following  steps: 

1.  The  SFMTA  will  review  each  proposed  space  and  evaluate  the  technical, 
regulatory,  and  operational  feasibility  of  each  space. 

2.  In  the  event  that  more  than  two  spaces  are  proposed  per  block,  then: 

a.  The  SFMTA  will  present  conflicts  to  CSOs  to  allow  them  to  potentially 
revise  their  proposed  spaces  to  resolve  conflicts. 

b.  If  conflicts  cannot  be  resolved  for  particular  blocks,  the  SFMTA  will 
randomly  pick  which  spaces  are  allocated  to  which  CSOs. 

3.  Once  all  conflicts  are  resolved,  the  SFMTA  will  finalize  a list  of  spaces  and  move 
forward  that  package  of  spaces  through  the  approvals  process.  The  CSOs  are 
responsible  for  sponsoring  individual  spaces  through  the  public  outreach  and 
implementation  process,  including: 

a.  Providing  outreach  to  Supervisors’  offices,  residents,  merchants,  and 
other  community  groups. 

b.  Attending  community  group  meetings  to  inform  residents/merchants  of 
proposed  spaces 

c.  Attending  SFMTA  public  hearings  to  address  questions/concerns 

d.  Once  spaces  are  approved,  publicizing  upcoming  spaces  (e.g.,  attending 
meetings,  street  fairs,  publications  in  local  newsletters,  and  other 
marketing  and  outreach) 

The  SFMTA  will  support  each  space  based  on  technical  merit  and  the  stated  goal 
of  advancing  car  sharing  citywide,  but  CSOs  will  lead  advocating  for  particular 
spaces  (including  at  all  public  hearings).  The  SFMTA  reserves  the  right  to  reject 
a space  or  remove  it  from  the  approvals  process  at  any  time  and  for  any  reason. 
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Pricing 

One  goal  of  the  program  is  to  encourage  and  facilitate  car  sharing  in  all  areas  of  the 
city,  and  the  SFMTA  will  use  price  incentives  to  achieve  that  goal,  as  well  as  minimum 
required  presence  in  the  city’s  outer  neighborhoods.  As  shown  in  Figure  1 below,  the 
SFMTA  will  charge  different  fees  per  space  based  on  location  in  the  city;  $225  per 
month  in  zone  1 , $150  per  month  in  zone  2,  and  $50  per  month  in  zone  3.  The  SFMTA 
bases  all  permit  fees  on  a cost  recovery  methodology,  and  will  bill  CSOs  on  a semi- 
annual basis.  In  addition  to  the  monthly  space  permit  fee,  a CSO  must  also  pay  a one- 
time set-up  and  installation  fee  of  $400  per  designated  on-street  car  share  parking 
space  to  recover  costs  associated  with  installing  paint  and  signage. 

Further,  each  participating  CSO  will  be  required  to  have  no  less  than  15%  of  their  on- 
street pods  in  Zone  2 and  no  less  than  15%  in  Zone  3. 

Figure  1:  On-street  car  sharing  rate  pricing  zones 
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For  each  requested  parking  space  cleared  by  the  SFMTA,  the  SFMTA  will  maintain  the 
curb  painting  and  signage  for  the  space.  CSOs  will  be  required  to  keep  the  space  and 
surrounding  area  (defined  as  25  feet  on  both  sides)  clean.  The  space  will  remain  free  of 
debris,  trash,  glass,  garbage,  or  other  obstacles  at  a level  consistent  with  the 
surrounding  parking  spaces  to  the  satisfaction  of  the  SFMTA  and  DPW.  This  is 
necessary  to  maintain  the  exemption  from  street  sweeping  regulations  granted  to  on- 
street car  share  pods. 

Permits  and  enforcement 

SFMTA  will  issue  an  on-street  car  sharing  permit  that  will  identify  the  vehicle  that  is 
authorized  to  park  in  the  on-street  pod.  When  the  vehicle  with  the  appropriate  permit  is 
parked  at  its  assigned  on-street  pod,  it  will  be  exempt  from  street  sweeping,  RPP,  and 
other  time  limit  restrictions.  SFMTA  will  produce  and  provide  the  permit. 

To  facilitate  practical  fleet  management  and  reduce  administrative  burden,  CSOs  will  be 
allowed  to  maintain  permits  for  vehicles  associated  with  on-street  pods  “by  the  space” 
rather  than  “by  the  vehicle”.  That  Is,  rather  than  having  SFMTA  register  each  car  share 
permit  with  a given  vehicle’s  VIN  or  license  plate  number,  SFMTA  will  issue  a supply  of 
registered  on-street  car  share  permits  to  participating  CSOs  to  be  completed  and 
attached  to  car  share  vehicles,  one  permit  per  approved-and-paid  space.  This  will  allow 
CSOs  to  replace  vehicles  as  needed  (for  reasons  of  maintenance,  age,  etc.)  without 
involving  SFMTA,  and  will  be  effectively  self-enforcing  (given  that  the  permits  will  only 
be  useful  at  designated  car  share  pods  and  more  than  one  shared  vehicle  can’t  use  a 
single  pod). 

In  August  201 1 , the  Board  of  Supervisors  approved  changes  to  Division  I of  the 
Transportation  Code  establishing  a violation  for  unauthorized  vehicles  to  be  parked  in  a 
designated  on-street  car  sharing  space  (Section  7.5.52),  and  amended  Section  8.1  to 
allow  violators  to  be  towed.  The  SFMTA  Board  also  established  the  violation  fine  for 
Section  7.2.52  to  be  $100,  which  was  increased  to  $110  in  FY12-13. 

Signage  and  paint 

The  SFMTA  will  paint  the  curb  a distinctive  color  and  install  stencils  and  signage  to 
clearly  identify  that  the  space  is  to  be  used  for  car  sharing  parking  only.  The  number  of 
poles  and  signs  will  vary  based  on  location.  The  sign  will  read  “TOW  AWAY  NO 
STOPPING  Except  SFMTA  Car  Share  Permit  123 -$110  MINIMUM  FINE”,  where 
“123”  is  the  specific  permit  number  assigned  to  the  vehicle.  The  SFMTA  will  also  post  a 
sign  designed  by  CSOs  to  identify  the  space,  provided  that  the  sign  meets  SFMTA 
requirements. 
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CSOs  will  produce  and  provide  two  signs  per  space  with  a simple  logo.  The  sign  will  be 
metal  with  rounded  corners,  no  larger  than  18”  x 18”.  The  SFMTA  will  install  the  signs, 
one  on  each  side  of  the  pole  so  that  it  will  be  visible  from  both  sides. 

Parking  space  closures 

On-street  parking  spaces  can  be  temporarily  closed  for  construction  or  special  events 
such  as  street  fairs.  For  these  space  closures,  signs  are  typically  posted  72  hours  in 
advance.  The  on-street  car  sharing  permit  does  not  exempt  the  vehicle  from  space 
closures;  car  sharing  vehicles  will  be  subject  to  the  same  rules  and  restrictions  that 
apply  to  other  vehicles.  CSOs  will  be  responsible  for  moving  the  vehicle  from  the  space 
and  finding  an  alternate  location  if  necessary. 

SFMTA  will  attempt  to  notify  CSOs  of  these  closures  with  as  much  advance  notice  as 
possible.  Flowever,  not  all  space  closures  are  communicated  to  SFMTA.  The  CSOs  will 
be  responsible  for  paying  any  parking  citations  received  or  any  tow  fees  and  fines 
associated  if  vehicles  are  towed,  regardless  of  notification.  Permit  fees  for  a closed 
parking  space  will  be  waived  for  the  duration  of  the  closure,  pro-rated  to  the  portion  of  a 
month  during  which  the  space  was  closed. 

Utilization  of  spaces 

In  taking  the  extraordinary  step  of  using  some  of  the  public  right  of  way  for  storing 
shared  vehicles,  the  SFMTA  seeks  to  ensure  that  these  vehicles  are  truly  shared 
(especially  for  the  peer-to-peer  model)  and  utilized.  The  SFMTA  will  use  this  pilot  to 
learn  more  about  on-street  car  sharing  and  establish  benchmarks  for  key  measures, 
especially  the  average  utilization  rate  (i.e.,  the  percentage  of  time  that  a vehicle  was 
used)  and  the  average  unique  users  per  vehicle  per  month. 

After  approximately  nine  months  of  operation  of  on-street  spaces,  the  SFMTA  will 
evaluate  how  well  the  spaces  are  being  used  and  if  they  are  indeed  serving  the  broader 
community  (as  measured  by  unique  users).  During  this  evaluation,  the  SFMTA  will 
examine  the  on-street  pods  in  the  bottom  quartile  of  performance  for  both  measures 
and  will  consider  revoking  those  spaces  if  usage  is  too  low,  or  if  the  number  of  unique 
users  is  unreasonably  low. 

Abandonment  of  spaces  and  the  end  of  pilot  period 

After  evaluating  the  pilot,  the  SFMTA  may  choose  to  revert  some  or  all  on-street  spaces 
back  to  normal  street  use  or  to  continue  using  those  spaces  for  car  sharing. 
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Once  a CSO  has  taken  on  a given  on-street  space  for  use  as  a car  share  pod  it  may  not 
abandon  the  use  of  that  space  as  a car  share  pod  for  at  least  six  months.  A different 
qualified  CSO  may  assume  the  permit,  at  SFMTA’s  discretion,  under  the  terms  agreed 
by  the  original  CSO. 

A CSO  may  choose  to  not  continue  service  at  a space  with  a 90  day  notice  to  the 
SFMTA  (coinciding  with  the  permit  invoicing  period).  In  that  case,  the  SFMTA  may  offer 
that  space  to  other  interested  CSOs.  The  SFMTA  will  reevaluate  this  policy  at  the  end  of 
the  pilot  period. 

The  SFMTA  also  reserves  the  right  to  revoke  a CSO’s  permit  at  any  time.  The  CSO  will 
be  provided  with  the  option  for  a pre-revocation  hearing  within  five  business  days.  In  the 
event  that  the  SFMTA  revokes  a permit,  the  CSO  must  promptly  remove  the  vehicle 
from  the  space  within  five  business  days  of  notice.  In  circumstances  that  pose  a serious 
threat  to  public  health  or  safety,  the  SFMTA  reserves  the  right  to  immediately  revoke  the 
permit. 

Off-street  spaces 

The  SFMTA  manages  19  lots  and  19  garages.  To  further  encourage  and  facilitate  car 
sharing,  as  part  of  this  initiative  the  SFMTA  is  establishing  updated  rules  and  processes 
by  which  CSOs  can  obtain  spaces  in  these  facilities.  To  participate  in  the  SFMTA’s  off- 
street  car  sharing  program,  organizations  must  meet  the  definition  of  a car  share 
organization  in  the  Transportation  Code  but  do  not  need  to  meet  the  additional 
requirements  of  the  on-street  program. 

Current  practice 

Currently,  CSOs  have  about  80  total  spaces  in  SFMTA-managed  parking  lots  and 
garages.  At  SFMTA-managed  garages,  CSOs  pay  the  SFMTA  carpool/carshare  rate  for 
each  parking  space,  which  is  roughly  50  percent  of  the  regular  monthly  rate.  This 
monthly  car  share  rate  ranges  from  $60-$200,  depending  on  the  facility’s  overall  rate 
structure.  At  metered  lots,  CSOs  pay  a monthly  rate  of  $96  per  space  to  compensate  for 
lost  meter  revenue. 

To  date,  spaces  have  been  allocated  to  CSOs  on  a first-come,  first-served  basis 
whereby  CSOs  requested  spaces,  SFMTA  reviewed  and  approved,  then  the  CSO 
coordinated  installation  of  signage  and  paint.  This  informal  process  worked  effectively  in 
the  early  period  of  car  sharing  in  the  city.  Today  the  expanding  demand  for  car  sharing 
and  the  expanding  marketplace  of  CSOs  warrant  the  adoption  of  somewhat  more  formal 
procedures  for  allocation  of  off-street  car-share  spaces. 
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Proposed  policy  for  parking  lots 

SFMTA  will  make  available  to  CSOs  a minimum  of  5 percent  of  spaces  in  each  of  its  19 
parking  lots.  In  lots  with  low  parking  occupancies,  additional  spaces  may  be  made 
available,  up  to  20  percent  of  the  total. 

Application  and  approval  process 

Semi-annually,  SFMTA  will  solicit  applications  from  CSOs  for  spaces  in  parking  lots  for 
the  upcoming  six-month  period.  In  its  initial  submission,  a CSO  may  request  no  more 
than  50  percent  of  available  spaces  at  any  one  lot.^^  However,  if  remaining  available 
spaces  at  a given  lot  are  not  requested  by  another  CSO,  SFMTA  may  offer  more  than 
50  percent  of  spaces  in  that  lot  to  one  CSO. 

Off-street  spaces  in  parking  lots  are  historically  less  in  demand  than  are  on-street 
spaces.  Therefore,  in  most  cases,  a less-rigorous  review  process  is  warranted  for 
spaces  in  off-street  lots.  Some  new  spaces  may  be  assigned  following  minimal 
outreach,  while  some  may  require  a more  thorough  process.  As  warranted,  SFMTA  will 
coordinate  with  CSO  staff  on  preliminary  outreach  to  local  stakeholders  (e.g.,  district 
Supervisor,  merchants,  and  neighborhood  groups).  Based  on  this  preliminary  outreach, 
SFMTA  will  make  a determination  regarding  the  need  for  further  outreach  prior  to 
implementing  new  CSO-vehicle  spaces.  CSO  staff  must  actively  participate  in  any 
outreach  process  deemed  necessary  by  SFMTA. 

Evaluation  and  space  selection 

SFMTA  will  review  all  applications  and  coordinate  with  CSOs  to  resolve  any  competing 
requests  for  spaces.  In  resolving  any  conflicts,  agency  staff  will  consider  each  CSO’s 
overall  number  of  pods  at  all  SFMTA  off-street  locations,  and  preference  at  a given 
location  may  be  granted  to  the  CSO  with  fewer  overall  pods.  Once  any  competing 
requests  are  resolved,  SFMTA  will  finalize  the  list  of  spaces  and  move  forward  with  the 
permitting  process. 

Pricing 

SFMTA  will  use  zone-based  pricing  to  encourage  car  sharing  in  all  areas  of  the  city.  The 
monthly  fee  for  car-share  vehicles  shall  be:  Zone  1 - $150,  Zone  2 - $100,  Zone  3 - $75. 
SFMTA  will  bill  CSOs  for  their  permitted  spaces  on  a semi-annual  basis. 


Existing  CSO  spaces  will  be  included  in  this  process,  and  the  end  result  of  the  allocation  of  spaces  may 
include  a CSO  having  to  relinquish  an  existing  space  that  predates  this  new  policy. 


SFMTA 

mg  Municipal  Transportalbn  Agency 


Car  Sharing  Policy  and  Pilot  Project  / 17 
July  2013 


Signage  and  paint 

CSOs  shall  coordinate  and  pay  for  installation  of  signage  and  painting  within  assigned 
spaces,  following  pre-approval  by  SFMTA.  Spaces  already  dedicated  to  CSOs  are  not 
subject  to  additional  setup  fees. 

Parking  space  closures 

Off-street  parking  lot  spaces  can  be  temporarily  closed  for  construction  or  special 
events.  For  these  space  closures,  signs  are  typically  posted  72  hours  in  advance.  The 
off-street  car  sharing  permit  does  not  exempt  the  vehicle  from  space  closures;  car 
sharing  vehicles  will  be  subject  to  the  same  rules  and  restrictions  that  apply  to  other 
vehicles.  CSOs  will  be  responsible  for  moving  the  vehicle  from  the  space  and  finding  an 
alternate  location,  if  necessary. 

SFMTA  will  attempt  to  notify  CSOs  of  these  closures  with  as  much  advance  notice  as 
possible.  However,  not  all  space  closures  are  communicated  to  SFMTA.  The  CSOs  will 
be  responsible  for  paying  any  parking  citations  received  or  any  tow  fees  and  fines 
associated  if  vehicles  are  towed,  regardless  of  notification. 

Permits  and  enforcement 

SFMTA  will  issue  an  off-street  car-sharing  permit  for  each  CSO  space  in  SFMTA- 
managed  lots.  The  permit  will  not  be  attached  to  a particular  vehicle,  but  only  to  the 
CSO.  As  long  as  the  CSO  vehicles  are  parked  in  their  assigned  spot,  they  shall  be 
exempt  from  time  limits. 

Proposed  policy  for  garages 

SFMTA  will  make  available  to  CSOs  a minimum  of  2 percent  of  spaces  in  each  of  its  19 
parking  garages.  In  garages  with  low  parking  occupancy,  additional  spaces  may  be 
made  available,  up  to  10  percent  of  the  total. 

Application  and  approval  process 

Semi-annually,  SFMTA  will  solicit  applications  from  CSOs  for  spaces  in  parking  garages 
for  the  upcoming  six-month  period.  In  its  initial  submission,  a CSO  may  request  no  more 
than  50  percent  of  the  car-share  spaces  available  at  any  one  garage. However,  if 
remaining  car-share  spaces  at  a given  garage  are  not  requested  by  another  CSO,  the 
SFMTA  may  offer  more  than  50  percent  of  spaces  in  that  garage  to  one  CSO. 


Existing  CSO  spaces  will  be  included  in  this  process,  and  the  end  result  of  the  allocation  of  spaces  may 
include  a CSO  having  to  relinquish  an  existing  space  that  predates  this  new  policy. 
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Evaluation  and  space  selection 

SFMTA  will  review  all  applications  and  coordinate  with  CSOs  to  resolve  any  competing 
requests  for  spaces.  In  resolving  any  conflicts,  agency  staff  will  consider  each  CSO’s 
overall  number  of  pods  at  all  SFMTA  off-street  locations,  and  preference  at  a given 
location  may  be  granted  to  the  CSO  with  fewer  overall  pods.  Once  all  competing 
requests  are  resolved,  SFMTA  will  finalize  the  list  of  allocated  spaces. 

The  day-to-day  operations  at  SFMTA  garages  are  managed  by  parking  operators 
and/or  non-profit  parking  corporations.  SFMTA  shall  coordinate  with  CSOs,  parking 
operators  and  non-profit  corporations.  Once  a space  is  assigned,  the  CSO  will  complete 
a monthly  access  agreement  with  the  operator. 

Pricing 

For  spaces  in  garages  CSOs  pay  the  SFMTA  Board-adopted  carpool/carshare  rate, 
which  currently  ranges  from  $60  to  $200  per  month,  depending  on  the  facility.  Rates  are 
subject  to  adjustment  by  the  SFMTA  Board  on  a quarterly  basis.  For  any  garage  that 
does  not  have  a current,  adopted  carpool/car  share  rate,  a rate  shall  be  calculated  by 
SFMTA  based  on  current  policies  governing  garage  rates. 

Signage  and  paint 

CSOs  shall  coordinate  and  pay  for  installation  of  signage  and  painting  within  assigned 
spaces,  following  pre-approval  by  SFMTA.  Spaces  already  dedicated  to  CSOs  are  not 
subject  to  additional  setup  fees. 

Enforcement 

CSO  vehicles  shall  be  subject  to  the  terms  and  conditions  of  the  monthly  parking 
agreement  at  a given  garage.  The  on-site  operator  is  responsible  for  enforcing 
compliance  with  these  terms  and  conditions,  in  coordination  with  SFMTA.  These  terms 
and  conditions  shall  include  any  site-specific  operational  parameters,  as  necessary. 

Evaluation 

Approximately  18  months  from  the  start  of  this  pilot,  the  SFMTA  will  begin  evaluating 
this  pilot  project.  This  evaluation  will  focus  on  how  well  reserved  on-street  car  sharing 
pods  helped  the  SFMTA  achieve  its  goals.  This  evaluation  will  support  a 
recommendation  to  the  SFMTA  Board  (expected  spring  2015)  for  more  permanent  car 
sharing  policies.  If  the  evaluation  finds  that  during  the  pilot  significant  benefits  were  not 
delivered  the  SFMTA  expects  that  this  pilot  program  will  not  be  continued  or  made 
permanent.  The  evaluation  will  estimate  to  what  extent  car  sharing  helped  the  SFMTA 
to  achieve  its  goals  for: 
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• Mode  shift 

• Emission  reduction 

• Auto  ownership 

• Perceived  mobility  (by  our  customers) 


Implementation  timeline 


Date 

Task 

Fall  2012  to 
Spring  2013 

• Finalize  policy  proposal 

• Conduct  external  outreach  on  proposal  to  CSOs,  Mayor, 
Supervisors,  City  Administrator’s  Office,  Planning  Department, 
DPW,  Department  of  the  Environment,  and  other  stakeholders 

• Finalize  legislative  changes  and  policy  proposal 

• Present  policy  and  legislative  changes  to  SFMTA  Board  for 
approval 

Summer  to 

Fail  2013 

• CSOs  begin  outreach  for  on-street  spaces 

• Receive  CSO  on-street  and  off-street  parking  lot  requests  and 
evaluate 

• Finalize  on-street  spaces  to  be  designated  and  begin  approvals 
process 

• Receive  approvals  for  on-street  spaces  (TASC,  public  hearing, 
SFMTA  Board) 

Fall  2013 

• SFMTA  begin  implementation  of  on-street  spaces 

• CSOs  to  begin  marketing  on-street  spaces 

• CSOs  to  initiate  service  at  on-street  spaces 
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1.  Call  to  order  and  roll  call. 

The  meeting  was  called  to  order  at  5:32  PM.  Commissioners  Adams,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour- 
Sarkissian,  and  White  were  present.  Commissioner  Dooley  arrived  late  at  approximately  5:39  PM  during  the 
presentation  on  Item  5. 

2.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

3.  Approval  of  the  March  24,  2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  March  24.  2014  regular  meeting  minutes 
Motion:  Commissioner  Dwight  motioned  to  adopt  the  meeting  minutes. 

2°‘^:  Commissioner  Yee  Riley 

Aye:  Adams,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  Dooley 

4.  Commissioner  remarks  welcoming  new  Small  Business  Commissioner  Paul  Tour-Sarkissian.  (Discussion 
Item) 

Commissioner  Adams  welcomed  Commissioner  Tour-Sarkissian.  Commissioner  Tour-Sarkissian  made  general 
remai-ks,  providing  a brief  overview  of  his  professional  background.  He  thanked  Mayor  Lee  for  the  appointment 
and  opportunity  to  serve. 

5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Superv  isors  (BOS)  on  four  legislative 
proposals  related  to  development  of  a Plaza  Program  in  some  City-owned  plazas  (Discussion  and  Possible 
Action  Item). 

Robin  Havens,  Office  of  Economic  and  Workforce  Development  (OEWD),  presented  on  all  four  items.  Ken  Rich 
and  Lisa  Pagan,  both  from  OEWD,  were  also  available  to  answer  questions.  Two  main  types  of  plazas  would 
participate  in  the  program  proposed  by  this  legislation:  right-of-way  (streets  and  alleys),  and  City-owned  propeity-  not 
owned  by  Recreation  & Park  Departments.  Ms.  Havens  noted  that  San  Francisco  is  knowm  as  a leader  in  the  reuse 
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and  maximization  of  public  spaces.  Under  this  legislation,  prospective  plaza  sponsors  will  need  to  demonstrate 
community  support,  including  nearby  businesses.  During  the  specific  plaza  review  process,  additional  neighborhood 
outreach  will  occur.  Ms.  Havens  noted  that  she  expects  the  proposed  legislation  will  subsequently  be  amended 
before  consideration  by  the  full  Board  of  Supervisors  to  add  language  requiring  a conditional  use  authorization  for 
formula  retail  in  any  participating  plaza. 

Several  commissioners  asked  questions  of  the  presenter: 

Commissioner  Dwight  inquired  whether  participants  themselves  generate  a profit,  but  any  steward  profits  (i.e. 
booth  rentals)  must  be  directed  to  program  operation.  Ms.  Havens  confirmed  the  Commissioner’s  understanding. 
Commissioner  Dwight  also  asked  how  many  plazas  might  qualify  for  the  program.  Ms.  Havens  estimated  three  or 
four  plazas  could  qualify  by  the  end  of  2014. 

Commissioner  Dooley  asked  what  types  of  fonnula  retail  uses  might  be  appropriate  for  this  program,  even  with  a 
conditional  use  (CU)  requirement.  Ms.  Havens  said  the  CU  process  will  allow  careful  consideration  of  all  proposals. 
Certain  local  businesses  may  qualify  as  formula  retail,  such  as  local  coffee  companies,  and  she  hopes  the  Plaza 
Program  will  be  flexible  enough  to  allow  their  participation.  She  stated  the  main  concern  related  to  formula  retail 
was  preventing  the  long-tenn  establishment  of  such  a use,  such  as  a neai-permanent  coffee  kiosk  operated  by  a 
national  fonnula  retail  coffee  company. 

Commissioner  Ortiz-Cartagena  thanked  the  presenter  for  the  extensive  outreach  conducted  thus  far.  He  inquired 
as  to  what  would  happen  with  street  artists  permitted  by  the  Arts  Commission  if  a plaza  was  approved  for  the  Plaza 
Program.  Ms.  Pagan  indicated  that  if  a street  artist  location  exists,  it  would  continue  as  already  approved. 

Commissioner  White  asked  whether  private  plazas  used  for  community  activities  would  be  included  in  this 
program.  Ms.  Havens  said  they  would  not  be  included,  although  SF  Beautiful  has  done  some  impressive  plaza 
activations  on  private  propeity. 

Commissioner  Yee  Riley  inquired  why  the  Recreation  and  Park  Depaitment  is  not  managing  this  program  and 
asked  for  a program  map.  Ms.  Havens  indicated  the  Recreation  and  Park  Department  does  not  always  have  sufficient 
resources  to  activate  plazas.  She  clarified  there  is  no  map  yet  for  eligible  or  approved  locations.  Community 
processes  are  still  ongoing  for  certain  potential  plaza  locations,  and  the  Plaza  Program  requires  Board  of  Supeiwisors 
approval  of  each  plaza  location,  which  has  not  yet  occuired  because  the  Plaza  Program  itself  has  not  yet  been 
approved. 

Commissioner  Adams  asked  whether  existing  plazas  such  as  Jane  Warner  Plaza  would  automatically  fall  under 
this  program.  Ms.  Havens  said  they  would  not,  as  each  plaza  requires  separate  sponsorship  and  approval. 

Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

The  Commission  took  the  following  action  on  each  of  the  four  legislative  proposals  listed  under  this  agenda 
item: 

a.  BOS  File  No.  140061  [Administrative  Code  - Plaza  Program]. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140061 

Motion:  Commissioner  Dwight  motioned  to  recommend  approval  as  drafted  and  as  subsequently  amended 
to  require  conditional  use  authorization  for  formula  retail  uses. 

2“'*:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 
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b.  BOS  File  No.  140062  [Planning  Code  - Plaza  Program). 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  1-ile  No.  140062 

Motion:  Commissioner  Dwight  motioned  to  recommend  approval  as  drafted  and  as  subsequently  amended 
to  require  conditional  use  authorization  for  formula  retail  uses. 

2"“^:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley.  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

c.  BOS  File  No.  140063  [Public  Works  Code  - Plaza  Program]. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140063 

Motion:  Commissioner  Dwight  motioned  to  reconrunend  approval  as  drafted  and  as  subsequently  amended 
to  require  conditional  use  authorization  for  formula  retail  uses. 

2^^-.  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

d.  BOS  File  No.  140064  [Police  Code  - Plaza  Program  Entertainment  Permits]. 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140064 

Motion:  Commissioner  Dwdght  motioned  to  recommend  approval  as  drafted  and  as  subsequently  amended 
to  require  conditional  use  authorization  for  formula  retail  uses. 

2"**:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian.  and  White 
Nay:  None 
Absent:  None 

6.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Superv  isors  (BOS)  on  BOS  File  No. 
140236  [Planning  Code  - Mission  Alcoholic  Beverage  Special  Use  District].  (Discussion  and  Possible  Action 
Item) 

Explanatory  Documents:  BOS  File  No.  140236  Legislativ  e Digest:  BOS  File  No.  140236 

Laura  Lane,  Legislative  Aide  to  Supervisor  David  Campos,  presented.  Ms.  Lane  described  the  basic  purpose  of 
this  legislation  and  stated  the  sponsor  is  considering  a future  amendment  to  permit  by  right  ‘'other  entertainment" 
uses  as  defined  in  Planning  Code  Section  790.38.  Ms.  Lane  then  deferred  to  Steve  Fox,  owner  of  Mission  Putt,  a 
business  that  w'ould  benefit  fi-om  the  legislation.  Mr.  Fox  noted  that  construction  had  been  ongoing  since  June 
2013.  Once  completed,  his  business  would  be  the  only  mini-golf  course  in  the  city.  In  consideration  of  the  sale 
of  alcohol  at  the  business,  he  will  impose  an  age  restriction  prohibiting  those  under  21  one  years  of  age  starting 
at  8 PM. 
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Commissioner  Dooley  asked  whether  the  future  amendment  would  specify  what  types  of  entertainment  uses 
were  allowed  or  whether  it  would  specify  what  entertamment  uses  were  prohibited.  Ms.  Lane  stated  the 
amendment  would  permit  by  right  those  uses  listed  in  the  Planning  Code  as  “other  entertainment  uses.” 

Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

Motion:  Commissioner  Dwight  motioned  to  recommend  approval  as  drafted  and  as  subsequently  amended  to 
allow  by  right  Other  Entertainment  uses  as  defined  in  Planning  Code  Section  790.38. 

2nd:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

7.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140318  [Public  Works  Code  - Waiver  of  Temporary  Street  Space  Occupancy  Fee  for  Small  Business  Week 
Sidewalk  Sales].  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  1403 1 8 Legislative  Digest:  BOS  File  No.  140318 
Regina  Dick-Endrizzi,  Director  of  Office  of  Small  Business,  presented. 

Commissioner  Yee  Riley  asked  whether  it  was  possible  to  make  this  fee  waiver  permanent  on  an  annual  basis 
during  May  of  each  year,  similar  to  legislation  sponsored  by  Supervisor  Katy  Tang  for  awning,  sign,  and 
pedestrian-level  lighting  building  permit  fees.  Ms.  Dick-Endrizzi  stated  that  while  desirable  to  do  so,  the 
variance  in  participating  merchant  areas  each  year  made  it  nearly  impossible  to  adopt  a blanket  exemption. 

Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

Motion:  Commissioner  Dwight  motioned  to  recommend  approval  as  drafted. 

2"*^:  Commissioner  Yee  Riley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

8.  Presentation  by  the  Mayor’s  Transportation  Task  Force.  (Discussion  Item) 

Ed  Reiskin,  Director  of  Transportation  for  the  San  Francisco  Municipal  Transportation  Agency  (SFMTA),  presented. 
He  highlighted  that  the  current  state  of  transportation  infrastructure  and  transit  systems  are  evidencing  a backlog  of 
adequate  maintenance  and  investment.  San  Francisco  has  the  oldest  and  slowest  transit  system  in  the  country.  The 
Mayor’s  Transportation  Task  Force  identified  a small  number  of  new  funding  sources  that  will  bridge  most  of  the 
$10  billion  gap  in  transportation  investment  recommended  in  the  plan. 

Commissioner  Dwight  asked  whether  there  any  foreseeable  obstacles  to  getting  the  bond  measures  on  the  ballot.  Mr. 
Reiskin  said  it  will  take  8 of  1 1 Board  of  Supervisors  members  to  get  a general  obligation  bond  and  vehicle  licensing 
fee  (VLF)  tax  increase  approved  as  a ballot  measure.  A simple  majority  is  required  for  the  companion  measure. 
Since  there  are  no  sponsors  identified  yet,  this  could  be  a challenge.  Mr.  Reiskin  emphasized  that  none  of  the 
measures  are  an  easy  ask  of  the  voters,  and  he  and  his  staff  are  working  hard  to  explain  the  benefits  of  this  plan  of 
action. 

Commissioner  Dooley  asked  what  part  of  this  program  is  going  to  address  public  disregard  for  existing  laws,  such  as 
jaywalking,  bicyclists  ignoring  stop  signs,  etc.  Mr.  Reiskin  said  that  enforcing  those  violations  is  not  part  of  the 
funding  proposals,  but  activities  have  already  started  with  existing  funding  (and  he  is  pui-suing  grant  landing)  to 
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implement  additional  education  campaigns  and  enforcement  by  the  San  Francisco  Police  Department.  He  agreed 
enforcement  is  an  important  element  of  designing  a safer  transportation  system. 

Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

9.  Presentation  on  the  San  Francisco  Municipal  Transportation  Agency’s  (SFMTA)  Two-year  On-Street  Car 
Share  Pilot  Program.  (Discussion  Item) 

Explanatory  Documents:  Evaluation  of  SFMTA’s  Initial  Pilot  Project  (Sept  2012):  SI  M I A Car  Sharinu  I’olicv  and 
On-Street  Pilot  Program  (July  2013) 

Andy  Thomley,  SFMTA  Consultant,  presented.  He  acknowledged  the  Commission’s  concerns  about  parking  in 
merchant  areas  since  this  proposal  would  repurpose  some  on-street  parking  spaces  in  commercial  corridors.  This 
pilot  program  is  proposed  for  approximately  1/3  of  1%  of  the  300,000  existing  on-street  parking  spaces  in  San 
Francisco. 

Mr.  ThoiTiley  described  some  of  the  participating  firms  in  the  pilot  program,  including  City  Car  Share  who  has 
operated  in  San  Francisco  for  1 1 years.  Combined  with  other  car  share  providers,  car  sharing  is  a relatively  mature 
sector  in  the  city.  He  mentioned  research  has  shown  that  each  car  shared  on-street  takes  multiple  personal  vehicles 
off  the  sheet.  The  program  is  structured  to  be  city-wide,  not  clustered  in  a few  select  neighborhoods.  Pennit  prices 
will  vary  depending  on  one  of  three  geographic  areas,  and  at  least  1 5%  of  program  locations  will  be  required  in  each 
of  two  areas  outside  of  the  downtown  core.  Each  program  location  will  be  required  to  go  through  SFMTA  staff 
review  and  final  SFMTA  Board  of  Directors  approval. 

Commissioner  Dooley  said  she  is  still  concerned  about  one  zone  getting  70%  of  program  locations  and  wondered 
what  can  be  done  to  prevent  this  from  happening.  Mr.  Thomley  said  the  SFMTA  is  trying  its  best  to  ensure  a 
balance,  while  also  allowing  car  share  providers  to  identify  the  best  areas  for  successful  implementation  and 
profitability  to  sustain  their  activities.  The  car  share  providers  view  the  1 5%  non-core  requirement  as  a hardship  but 
SFMTA  is  still  requiring  it  to  help  provide  car  share  access  thi'oughout  the  city. 

Commissioner  Dooley  also  expressed  that  in  her  opinion,  two  spaces  per  block  is  too  many  in  business  corridors. 
She  suggests  no  more  than  one  space  per  block  in  merchant  areas.  Mr.  Thomley  noted  her  point,  and  as  outreach 
continues,  he  believes  feedback  will  identify  specific  areas  where  two  spaces  on  one  block  is  too  many. 

Finally,  Commissioner  Dooley  asked  how  lost  meter  revenue  is  being  accounted  for  by  SFMTA.  Mr.  Thomley  said 
there  is  a public  benefit  that  will  be  evaluated  continually  during  the  program,  and  based  on  the  benefit  received  by 
the  car  share  operators,  prices  for  spaces  may  go  up  and  down.  He  indicated  the  SFMTA  is  bound  by  cost  recover)' 
limitations  when  setting  its  fees,  but  that  the  calculated  lost  meter  revenue  is  being  recovered  in  the  permit  fee. 

One  member  of  the  public  requested  to  speak  during  public  comment. 

John  Tyburski,  speaking  on  behalf  of  car  share  operator  Zipcar,  said  this  pilot  program  will  help  Zipcar  grow  as 
its  membership  grows.  The  company  wants  to  provide  a viable  service,  and  that  requires  locating  where  members 
live. 

10.  Director’s  Report.  (Discussion  Item) 

Director  Dick-Endrizzi  presented  a verbal  and  written  report. 

11.  President’s  Report.  (Discussion  Item) 

None. 

12.  Vice  President’s  Report.  (Discussion  Item) 

None. 
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13.  Commissioner  Reports.  (Discussion  Item) 

None. 

14.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

15.  New  Business.  (Discussion  Item) 

None. 

16.  Adjournment.  (Action  Item) 

Motion:  Commissioner  Dwight  motioned  to  adjourn. 

2"'*:  Commissioner  White 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

The  meeting  adjourned  at  7:34  PM. 


SMALL  BUSINESS  COMMISSION 
1 Dr.  Carlton  B.  Goodlett  Place,  Room  1 10 
San  Francisco,  CA  94102 
415.554.6134 


REGINA  DICK-ENDRIZZI,  EXECUTIVE  DIRECTOR 
CHRISTIAN  MURDOCK,  ACTING  COMMISSION  SECRETARY 
6 


%:»4iHfe} 


fr  li-^aPr*  . ♦ 


’ ;•  ■ ■'•  JS'SSBl'**^*^  ^*'*  ’“'^■<i;W«hi, 



■HHiit  KtJ)  riiBL  . \y  .^wn'  !•  ■ ■^- 


' Jfe*',' 

•*-'^  •; 


LK:,: 

'>^**i*%!^--<:'T»i%»t>.»»:ta,W.,iv '' 

. ^ 


rtir'  •tJt*>;.u..vAai|bi^ 


^ / 


SMALL  BUSINESS  COMMISSION 
NOTICE  OF  MEETING  & AGENDA 


Monday,  April  28,  2014 
2:00  P.M. 

CITY  HALL,  ROOM  400 
1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102  GOVERNMENT 

POC  U l /i  E N ! S D E 

SMALL  BUSINESS  COMMISSIONERS  add  0 ^ on^ 

Stephen  Adams,  President 
Monetta  White,  Vice  President 

Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena  FRANCISCO 

Irene  Yee  Riley,  Paul  Tour-Sarkissian  PUBLIC  LIBRARY 


1.  Call  to  order  and  roll  call. 

2.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Co^ission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 

3.  Approval  of  the  April  14, 2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  April  14.  2014  regular  ineetino  miniitp<; 

™ ^‘^tion  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No 

140097  [Planning  Code  - Medical  Cannabis  Dispensaries  - Ocean  Avenue  Neighborhood  Commercial  Transit 
District].  Ordinance  ^endmg  the  Planmng  Code  to  require  that,  in  the  Ocean  Avenue  Neighborhood  Commercial 
Transit  District,  a Medical  Cannabis  Dispensary  (MCD)  may  be  allowed  within  500  feet  of  another  MCD  as  a 
conditional  use,  provided  that  no  other  Citywide  regulation  governing  the  proximity  of  MCDs  to  each  other  becomes 
Depa^ent’s  California  Environmental  Quality  Act  determination;  and  making  Planning 
Code,  Section  302,  findings,  and  findings  of  consistency  with  the  General  Plan,  and  the  eight  priority  policies  of  ^ 
Planning  Code,  Section  101.1.  (Discussion  and  Possible  Action  Item) 

Explanatoiy  Documents:  BOS  File  No.  140097  Legislative  Digest:  BOS  File  No.  140097 
Presentation  by  Matthias  Mormino,  Legislative  Aide  to  Supervisor  Norman  Yee 

5.  Discussion  and  possible  action  to  prepare  a Small  Business  Commission  response  to  the  Plannina 
Department’s  “San  Francisco  Formula  Retail  Economic  Analysis,”  including  potential  policy  " 
recommendations  for  new  or  amended  formula  retail  zoning  controls.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  San  Francisco  Formula  Retail  Economic  Analysis  (Dram 
Presentation  by  Kanishka  Bums,  Planning  Department 

6.  Discussion  on  the  potential  for  an  increase  to  San  Francisco’s  minimum  wage  hourly  rate.  (Discussion  Item) 

Explanatory  Documents:  Cjty  Economist  Minimum  Wage_ReM;  UC  Berkeley  Center  for  I nho,-  .n.-i 

Education  Report;  Minimum  Wage  Act  of  2014  Ballot  Mensnre  Language  ( 

Small  Business  Assistance 

Center,  update  on  department  programs,  recent  announcement  from  the  Mayor,  newly  introduced  policy  matters 
update  on  legislative  matters,  and  announcements  regarding  small  business  activities  (Discussion^Item^) 
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8.  President’s  Report:  Allows  the  President  to  report  on  recent  small  business  activities  and  make  aimouncements 
that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

9.  Vice  President’s  Report:  Allows  the  Vice  President  to  report  on  recent  small  business  activities  and  make 
aimouncements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

10.  Commissioner  Reports:  Allows  Commissioners  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

11.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

12.  New  Business:  Allows  Commissioners  to  introduce  new  agenda  items  for  future  consideration  by  the 
Commission.  (Discussion  Item) 

13.  Adjournment.  (Action  Item) 


Public  Comment  will  be  taken  before  or  during  the  Small  Business  Commission’s  consideration  of  each  agenda  item  . Speakers  are 
requested  but  not  required  to  complete  a speaker  card  and  state  their  names,  which  will  help  ensure  proper  spelling  of  speakers'  names 
in  the  written  record  of  the  meeting. 

Explanatory  Documents:  Copies  of  proposed  legislation  listed  in  this  agenda,  and  other  related  materials  received  hy  the  SBC  after  the  i 
posting  of  the  agenda,  are  available  for  public  inspection  and/or  copying  at  City  Hall  Room  1 1 0.  Please  call  (415)  554-6134  to  make  I 
arrangements  for  pick  up  or  review.  I 
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Know  Your  Rights  Under  the  Sunshine  Ordinance 

rfta  cTtyTxTstt  cCu«  'rr"  '"h"'  “-"cHs  »nd 

the  people  and  that  city  operations  are  open  for  the*^Deonle^r°**'  'c  'Itat  deliberations  are  conducted  before 

Ordinance  (Chapter  67  of  the  Sail  F^nS  AdmfnS  ™ "Shts  under  the  Sunshine 

Ordinance  Task  Force  at  (415)  554-6083.  To  obtain  a free  copy  of  the  LXe  Ort'rcelo^Lcf 

City  Hall,  Room  244 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4683 
Office;  (4 15)  554-7724 
Fax:  (415)  554-5163 
E-Mail: 

SOtf@sfgov.nrp 

Task  Force,  the  San  Francisco  Public  Library 

. , Electronic  Device  Usage  at  Hearings 

advised  that  the  Chair  may  order  the  removal  from  the  meetL  room^'of  f prohibited  at  this  meeting.  Please  be 

phone,  pager,  or  other  similar  sound-producing  electronic  devTces.  ^ ^ P®^son(s)  responsible  for  the  ringing  or  use  of  a cell 

Disability  Access  Policy 

Station  is  the  Civk  Cemer  static  tottedt'aVteettS  available.  The  closest  accessible  BART 

City  Hall  include  5 Fulton  and  49  MissionAtan  Ness  and  all  Metro^fne!*'^^  ^ ^ I^I  'mas  serving 

more  information  about  MUNI  accessible  services  call  (415)  923  6142  ^an  Ness  and  Market.  For 

available  adjacent  to  Davies  Hall  and  the  w7SorL  Coilev  ' H the  vicinity  of  City  Hall  is 

and  Perfoiming  Arts  Garage  (360  Grove  (355  McAllister  Street) 

be  available  upon  request  by  contacting  Milton  Edelin  at  (415)"55t64ffi  m l^^TzlTo  ^ system  will 

severe  allergies,  environmental  illness,  multiple  chemical  sensiivitv  n 7 ^ ° ^ Individuals  with 

(415)  554-8925  to  discuss  meeting  acc.siM^  In  should  call  the  accessibility  hotline  at 

environmental  illnesses,  multiple  chemical  sensitivity  or  related^fabihSs  atnde  s 

attendees  maybe  sensitiveto  various  chemical  based  products.  Please  help  the  City 

Translation  Services 

>ther  acconmodatfons*  please  cafr“  e DepmmLTof  Hillm  S’l^clsttaff  summ  are  also  available  on  request.  For 

'usmess  days  before  a meeting.  staff  support  representative  at  (415)  557-5989  at  least  nvo 


Lobbyist  Ordinance 

™sS  LoS  administrative  action  may  be  required  by  San 

bbying  activity.  For  more  information  about  the  Lobbyist  Ordinance 7leasp  Code]  to  register  and  repon 

Chemical  Sensitivity 

■mical  base  products.  Please  help  the  City  acconunodate  these  ind“lals  “ 
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FILE  NO.  140097 


LEGISLATIVE  DIGEST 


[Planning  Code  - Medical  Cannabis  Dispensaries  - Ocean  Avenue  Neighborhood  Commercial 
Transit  District] 

Ordinance  amending  the  Planning  Code  to  require  that,  in  the  Ocean  Avenue 
Neighborhood  Commercial  Transit  District,  a Medical  Cannabis  Dispensary  (MCD)  may 
be  allowed  within  500  feet  of  another  MCD  as  a conditional  use,  provided  that  no  other 
Citywide  regulation  governing  the  proximity  of  MCDs  to  each  other  becomes  law; 
affirming  the  Planning  Department’s  California  Environmental  Quality  Act 
determination;  and  making  Planning  Code,  Section  302,  findings  and  findings  of 
consistency  with  the  General  Plan,  and  the  eight  priority  policies  of  Planning  Code, 
Section  101.1. 


Existing  Law 

Currently  there  is  no  requirement  in  the  Ocean  Avenue  Neighborhood  Commercial  Transit 
District  (Ocean  Avenue  NCT  District)  of  a minimum  distance  between  medical  cannabis 
dispensaries  (MCDs).  Nor  is  there  any  such  Citywide  requirement.  The  Planning  Code, 
Section  745,  requires  that,  in  the  Excelsior  Outer  Mission  Street  Neighborhood  Commercial 
District,  an  MCD  seeking  to  locate  within  500  feet  of  another  MCD  may  be  allowed  as  a 
conditional  use.  It  also  provides  that  if  a Citywide  regulation  is  put  in  place  governing  the 
proximity  of  an  MCD  to  another  MCD,  Section  745’s  conditional  use  requirement  will  be 
superseded. 


Amendments  to  Current  Law 


This  ordinance  would  apply  the  same  conditional  use  requirements  for  MCDs  to  the  Ocean 
Avenue  NCT  District  as  those  that  apply  to  the  Excelsior  Outer  Mission  Street  Neighborhood 
Commercial  District.  Where  a proposed  MCD  is  to  be  located  within  500  feet  of  an  existing 
MCD  in  the  Ocean  Avenue  NCT  District,  the  proposed  MCD  will  be  allowed  as  a conditional 
use.  In  deciding  whether  to  authorize  the  conditional  use,  the  Planning  Commission  would 
consider  the  requirements  of  Planning  Code  Section  303.  In  addition,  the  Planning 
Commission  would  consider  whether  the  MCD  would  bring  measurable  community  benefits 
and  enhancements  to  the  Ocean  Avenue  NCT  District;  whether  the  MCD  has  an  adequate 
parking  and  transportation  management  plan;  whether  the  MCD  has  demonstrated  a 
commitment  to  public  safety:  and  the  existing  concentration  of  MCDs  in  the  Ocean  Avenue 
NCT  District.  This  ordinance  would  be  superseded  if  controls  are  enacted  regulating  Citywide 
the  proximity  of  MCDs  to  one  another. 


Supervisor  Yee 

BOARD  OF  SUPERVISORS 
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FILE  NO.  140097 


Background  Information 

Administrative  Code  Section  2A.54  requires  the  Planning  Commission  to  prepare  a report  for 
the  Board  of  Supervisors  evaluating  the  impacts  of  MCDs  on  the  communities  in  which  they 
are  located,  including  the  impacts  of  requirements  regarding  the  location  of  MCDs.  This 
report  must  be  submitted  by  May  1 , 2014.  Thus,  the  issue  of  proximity  of  MCDs  to  one 
another,  and  the  concentrations  of  MCDs  in  particular  communities,  is  currently  being  studied 
by  the  City. 
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FILE  NO.  140097 


ORDINANCE  NO. 


[Planning  Code  - Medical  Cannabis  Dispensaries  - Ocean  Avenue  Neighborhood  Commercial 
Transit  District] 


Ordinance  amending  the  Planning  Code  to  require  that,  in  the  Ocean  Avenue 
Neighborhood  Commercial  Transit  District,  a Medical  Cannabis  Dispensary  (MCD)  may 
be  allowed  within  500  feet  of  another  MCD  as  a conditional  use,  provided  that  no  other 
Citywide  regulation  governing  the  proximity  of  MCDs  to  each  other  becomes  law; 
affirming  the  Planning  Department’s  California  Environmental  Quality  Act 
determination;  and  making  Planning  Code,  Section  302,  findings,  and  findings  of 
consistency  with  the  General  Plan,  and  the  eight  priority  policies  of  Planning  Code, 
Section  101.1. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle -underline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikcthrengh-it^Ucs  Times  Ne^i-Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1.  Findings. 

(a)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 
ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  The  Board  of  Supervisors  hereby  affirms  this  determination. 

Said  determination  is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No. 

and  is  incorporated  herein  by  reference. 

(b)  On , the  Planning  Commission,  in  Resolution  No. , adopted 

findings  that  the  actions  contemplated  in  this  ordinance  are  consistent,  on  balance,  with  the 
City’s  General  Plan  and  eight  priority  policies  of  Planning  Code  Section  101 .1 . The  Board 
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adopts  these  findings  as  its  own.  A copy  of  said  Resolution  is  on  file  with  the  Clerk  of  the 


Board  of  Supervisors  in  File  No. , and  is  incorporated  herein  by  reference. 

(c)  Pursuant  to  Planning  Code  Section  302,  this  Board  finds  that  this  Planning  Code 
Amendment  will  serve  the  public  necessity,  convenience,  and  welfare  for  the  reasons  set  forth 

in  Planning  Commission  Resolution  No. and  the  Board  incorporates  such  reasons 

herein  by  reference.  A copy  of  Planning  Commission  Resolution  No. is  on  file  with  the 

Board  of  Supervisors  in  File  No. . 

Section  2.  The  Planning  Code  is  hereby  amended  by  revising  Section  737,  to  read  as 
follows: 

SEC.  737.1.  OCEAN  AVENUE  NEIGHBORHOOD  COMMERCIAL  TRANSIT 
DISTRICT. 

SEC.  737.  OCEAN  AVENUE  NEIGHBORHOOD  COMMERCIAL  TRANSIT  DISTRICT 
ZONING  CONTROL  TABLE 

SPECIFIC  PROVISIONS  FOR  THE  OCEAN  AVENUE  NCT  DISTRICT 


Article  7 

Code  Section 

Other  Code 

Section 

Zoning  Controls 

§ 737.54 

§ 790.60, 

§ 1900 

Health  Code 

MASSAGE  ESTABLISHMENT 

Controls;  Massage  shall  generally  be  subject  to  Conditional  Use 

authorization.  Certain  exceptions  to  the  Conditional  Use 

requirement  for  massage  are  described  in  Section  790.60(c). 

When  considering  an  application  for  a conditional  use  permit 
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§ 737.84  Health  Code 

790.141  § 3308 


pursuant  to  this  subsection,  the  Planning  Commission  shall 
consider,  in  addition  to  the  criteria  listed  in  Section  303(c),  the 
additional  criteria  described  in  Section  303(o). 

MEDICAL  CANNABIS  DISPENSARIES 


Boundaries:  Ocean  Avenue  Neighborhood  Commercial  Transit  District 


Controls: 

(a)  A Medical  Cannabis  Dispensary  (MCD)  seekin2  to  locate 

within  500  feet  of  another  MCD  use  may  be  allowed  as  a conditional 

use:  proyided,  howeyer.  that  any  amendments  to  regulations  sovernins 

the  proximity  of  an  MCD  to  another  MCD  that  are  applicable  to  MCDs 

Citywide  shall  apply  in  the  Ocean  Avenue  NCT  District  and  will 

supersede  the  conditional  use  reauirement  contained  in  this  Section 

737. 

(b)  The  Planning  Commission  shall  approve  the  application  and 

authorize  the  conditional  use  if  in  addition  to  the  application 's 

satisfvins  the  requirements  of  Planning  Code  Section  303.  the  facts 

presented  establish  that: 

(1)  the  MCD  will  brin2  measurable  communitv  benefits  and 

enhancements  to  the  Ocean  Avenue  NCT  District: 

(2)  the  MCD  has  prepared  a parkin2  and  transportation  mana2ement 

plan  sufficient  to  address  the  anticipated  impact  of  patients  visitin2  the 

MCD:  and(3)  the  MCD  has  demonstrated  a commitment  to 

maintainin2  public  safety  by  actively  en2a2in2  with  the  communin’ 

prior  to  applyin2  for  the  Conditional  Use.  includin2  adeauate  securin’ 

measures  in  its  operation  of  the  business,  and  desi2natin2  a communin' 
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liaison  to  deal  effectively  with  current  and  future  neighborhood 

concerns. 

(c)  In  addition  to  the  above  criteria,  in  resard  to  a Conditional 

Use  authorization  application,  the  Planning  Commission  shall  consider 

the  existing  concentrations  of MCDs  within  the  District. 

(d)  Medical  cannabis  dispensaries  in  the  Ocean  Avenue 
NOT  District  may  only  operate  between  the  hours  of  8 a.m.  and 
10  p.m. 


Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

Section  4.  Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions.  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 

Section  5.  Severability.  If  any  section,  subsection,  sentence,  clause,  phrase,  or  word 
of  this  ordinance  is  for  any  reason  held  to  be  invalid  or  unconstitutional  by  a decision  of  any 
court  of  competent  jurisdiction,  such  decision  shall  not  affect  the  validity  of  the  remaining 
portions  of  the  ordinance.  The  Board  of  Supervisors  hereby  declares  that  it  would  have 
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passed  this  ordinance  and  each  and  every  section,  subsection,  sentence,  clause,  phrase,  and 
word  not  declared  invalid  or  unconstitutional  without  regard  to  whether  any  other  portion  of 
this  ordinance  would  be  subsequently  declared  invalid  or  unconstitutional. 

Section  6.  No  Conflict  with  Federal  or  State  Law.  Nothing  in  this  ordinance  shall  be 
interpreted  or  applied  so  as  to  create  any  requirement,  power,  or  duty  in  conflict  with  any 
federal  or  state  law. 


APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 


VICTORIA  WONG 
Deputy  City  Attorney 

n:\legana\as2014\1400255\00896526.doc 


Supervisor  Yee 

BOARD  OF  SUPERVISORS 


Page  5 
2/6/2014 


.'5fi  |i'feii3s  I .w'  'g  -i- 

,V“X^  f<^.v  ,^^HVr-  ,t’h  w .;i&i'cr-i  ' f^t^e^iiiwatiskii 


.J  ... 


'Z'  V V.  - /W  i (U(  Vi*,^t-^r' '.  1-/  ' 0 f 

.Ai^p^'^an -'.  riiiorao 

''  ..  ',-M.'  } . a't;-"^.'^''’  '!,':'^XttH  'fii.’n^rt  .T^  » ”'  •;■  tx*./,;;, 'V»h  . \;«j  i f- 

f ' ' ,.?,t  'r>.^...v,>  --.  ^t-c^h\:i\it'<'?  ^v.'":'-  N-.e vUO  Y?iJ< 


-'r^'*lt,v  w; ■'. ' I,,..*. I ;?» 


y-af^'y:  V:';' :':!»;|||»^  , •>  ■■  ■ '',«n,; 

'yz'if  ';  :'4^'y;  %?'  '■'■:■-  i..- 

;:'v.Z;:,,^,,^;r:,;^^:,,  Z . .V  ■' 

■ \'p:^ :.y  "ws 

^^''■■■.  \ 4iy,  ^ ' ■ 

^ ' j a ^■-  ;.  ;,,,^  'W.-*  "'.M: 

- ■■  ' ■ ^a(y;;;'^^;y»•:'^Zl^^a^;'^;  .x.''^^  ■ -.■^'  ■"-. 

''  . v’  ^ , ' ■■;■  ' -■'if^  y-  . , y.'V  - : /,.■  - ' 

^ ' -I  .■':' i ■ 


San  Francisco  Formula  Retail 
Economic  Analysis 

DRAFT 


April  10.  2014 


prepared  for: 

San  Francisco  Planning  Department 


t ffH  ® 


STRATEGICECONOMICS 


April  10,  2014 


DRAFT 


Table  of  Contents 

Executive  Summary 2 

I.  Introduction... 9 

II.  San  Francisco’s  Formula  Retail  Controls 14 

III.  San  Francisco’s  Formula  Retail:  How  Much  Is  There  and  Where  Is  It  Located?  24 

IV.  Characteristics  of  San  Francisco’s  Formula  Retail 43 

V.  Employment  and  Formula  Retail 50 

VI.  F ormula  Retail  and  the  Real  Estate  Market 63 

VII.  Changing  the  Definition  of  F ormula  Retail 72 

VIII.  Neighborhood  Case  Studies 75 

IX.  Conclusion 114 

Appendix  A.  Data  Sources  and  Methodology:  Identifying  Existing  Formula  Retail 119 

Appendix  B.  San  Francisco’s  Use  Size  Controls 123 

Appendix  C:  Definitions  of  Land  Uses  Included  in  Supervisor  Eric  Mar’s  Proposed  Legislation 126 

Appendix  D.  Demographic  and  Economic  Analysis 128 

Appendix  E.  Focus  Group  Participants  and  Interviewees 139 


Formula  Retail  Phase  II  Report  -L 


April  10,  2014 


DRAFT 


EXECUTIVE  SUMMARY 

San  Francisco  has  regulated  formula  retail  - defined  as  “a  type  of  retail  sales  activity  or  retail  sales 
establishment  which,  along  with  eleven  or  more  other  retail  sales  establishments  located  in  the  United 
States,”  maintains  certain  standardized  features  - since  the  mid-2000s.  The  regulations  are  intended  to 
protect  San  Francisco’s  “diverse  retail  base”  and  the  “distinct  neighborhood  retailing  personalities”  of  the 
city’s  different  neighborhood  commercial  districts. 

In  2013,  concerns  about  rapid  change  in  San  Francisco’s  retail  market  sparked  renewed  interest  in  the 
issue  and  prompted  a number  of  proposals  to  revise  the  City’s  policies.  In  response  to  these  proposals,  the 
City  and  County  of  San  Francisco  (City)  contracted  with  Strategic  Economics  to  provide  data  and 
andysis  of  San  Francisco’s  formula  retail  establishments  and  controls.  This  report  describes  the  results 
and  methodology  of  the  analysis,  which  is  intended  to  inform  policy  recommendations  that  City  staff  will 
make  to  the  Planning  Commission.  The  study  involved  the  first  comprehensive  effort  to  identify  and  map 
all  of  San  Francisco’s  existing  formula  retail  establishments,  as  well  as  extensive  research  into  topics  such 
as  the  employment  and  real  estate  impacts  associated  with  formula  retail.  At  key  points  throughout  the 
study,  the  results  were  presented  to  focus  groups  of  stakeholders  and  the  Planning  Commission,  and  the 
analysis  was  augmented  and  revised  to  reflect  feedback  from  focus  group  participants,  the  Planning 
Commission,  and  City  staff. 

The  Office  of  the  Controller  has  also  prepared  an  economic  analysis  in  response  to  proposed  changes  to 
San  Francisco’s  formula  retail  policies.  In  February  2014,  the  Controller’s  Office  of  Economic  Analysis 
released  its  report,  which  included  an  analysis  of  consumer  price  and  local  spending  differences  between 
formula  and  independent  retailers  and  an  evaluation  of  the  overall  economic  impact  of  expanding  the 
City’s  formula  retail  controls.^  In  order  to  avoid  duplicating  efforts  and  maximize  the  overall  number  of 
topics  that  could  be  studied.  Strategic  Economics  did  not  conduct  additional  research  on  these  topics. 

The  following  sections  summarize  key  findings  and  conclusions  about  the  role  that  existing  formula  retail 
establishments  play  in  San  Francisco’s  neighborhoods,  the  impacts  of  the  City’s  existing  formula  retail 
controls,  and  the  potential  effects  of  some  of  the  proposed  changes  to  the  controls. 

Existing  Formula  Retail  Establishments  and  San  Francisco’s  Neighborhoods 

How  Many  Formula  Retailers  Are  There? 

There  are  approximately  1,250  formula  retail  establishments  in  San  Francisco,  accounting  for  12 
percent  of  all  retailers.  These  are  retail  establishments  that,  if  they  were  to  propose  a new  location  in  San 
Francisco  today,  would  most  likely  be  considered  formula  retailers.  Formula  retail  occupies  an  estimated 
11.2  million  square  feet  of  building  area,  accounting  for  31  percent  of  San  Francisco’s  retail  square 
footage. 

Formula  retail  appears  to  be  significantly  less  prevalent  in  San  Francisco  compared  to  the  national 
average.  Although  exactly  comparable  numbers  for  other  cities  are  not  available,  32  percent  of  all  retail 
establishments  in  the  U.S.  are  associated  with  firms  that  include  10  or  more  outlets.^ 

The  prevalence  of  formula  retail  varies  significantly  by  business  type  and  size.  For  example,  49 
percent  of  San  Francisco’s  coffee  shops  are  formula  retail,  compared  to  1 1 percent  of  all  restaurants.  The 


^ See  City  and  County  of  San  Francisco  Office  of  the  Controller  - Office  of  Economic  Analysis,  “Expanding  Formula 
Retail  Controls;  Economic  Impact  Report,"  February  12,  2014, 
http://sfcontroller.ora/Modules/ShowDocument.  aspx?documentid=51 19. 

U.S.  Census  Bureau,  “Table  EC0744SSSZ3:  Retail  Trade:  Subject  Series  - Estab  and  Firm  Size:  Summary 
Statistics  for  Single  Unit  and  Multiunit  Firms  for  the  United  States;  2007,”  2007  Economic  Census.  Includes  all  retail 
trade  establishments  (NAICS  codes  44-45). 
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vast  majority  of  pharmacies  over  3,000  square  feet  and  supermarkets  over  10,000  square  feet  are  formula 
retailers,  while  smaller  establishments  are  much  more  likely  to  be  independent  retailers.  More  than  80 
percent  of  all  banks  are  formula  retail. 

Who  Are  They? 

Most  formula  retailers  are  affiliated  with  large  companies  with  many  outlets.  Only  5 percent  of 
formula  retail  establishments  in  San  Francisco  are  associated  with  businesses  with  fewer  than  20  total 
branches  or  subsidiaries,  while  another  4 percent  are  associated  with  businesses  that  have  between  20  and 
50  locations.  Nearly  25  percent  of  the  city’s  formula  retail  establishments  are  associated  with  companies 
that  have  more  than  50  branches  and  subsidiaries,  while  50  percent  are  associated  with  companies  that 
have  more  than  1,000  locations. 

Most  formula  retailers  have  headquarters  outside  of  California.  Slightly  less  than  one-third  (28 
percent)  of  the  city’s  formula  retailers  are  headquartered  in  California,  with  half  of  those  headquartered  in 
San  Francisco.  Approximately  half  (54  percent)  are  headquartered  elsewhere  in  the  United  States,  while 
10  percent  are  headquartered  outside  the  United  States.  Another  8 percent  of  formula  retail  establishments 
are  independently  owned  franchises  (e.g.,  franchise  locations  that  are  not  owned  by  the  parent  company); 
the  location  of  the  franchise  owners  is  unknown. 

Where  Are  They? 

Formula  retail  is  most  highly  concentrated  in  places  that  do  not  have  formula  retail  controls  and  in 
neighborhood  shopping  centers.  Overall,  formula  retail  accounts  for  25  percent  of  retail  establishments 
in  commercial/mixed-use  zoning  districts  without  formula  retail  controls,  compared  to  10  percent  of  retail 
establishments  in  commercial/mixed-use  zoning  district  with  controls  (a  category  that  includes  all  of  the 
city’s  neighborhood  commercial  districts).  Formula  retail  is  most  highly  concentrated  in  Downtown, 
South  of  Market,  and  the  northeastern  waterfront,  where  new  formula  retail  is  permitted  without  a 
conditional  use  (CU)  authorization.  There  are  also  significant  concentrations  of  formula  retail  in  shopping 
centers,  including  those  where  new  formula  retail  requires  a CU  authorization  - such  as  Lakeshore  Plaza, 
the  Laurel  Village  Shopping  Center,  and  Geary  and  Masonic  - as  well  as  in  Stonestown  Galleria,  where 
formula  retail  is  not  regulated. 

Some  neighborhood  commercial  districts  that  serve  high-income  neighborhoods  and/or  draw 
significant  numbers  of  visitors  and  shoppers  from  around  the  city  and  region  also  have  higher- 
than-average  concentrations  of  formula  retail.  Examples  include  Union  Street,  Polk  Street,  and  Upper 
Fillmore.  These  neighborhood  commercial  districts  have  high  sales  volumes,  serve  neighborhoods  with 
particularly  high  population  densities  and  average  resident  incomes,  and  are  increasingly  becoming 
known  as  regional  shopping  destinations. 

Formula  retailers  choose  locations  based  on  the  factors  that  all  retailers  tend  to  consider  in  making 
location  decisions.  These  factors  include  customer  traffic  and  sales  volume  in  paiticular  shopping 
districts,  the  demographics  of  surrounding  neighborhoods,  and  the  visibility  and  accessibility  of  particular 
storefronts.  Retailers  also  benefit  from  clustering  with  other  retailers;  a concentration  of  retail  activity 
creates  a destination  that  offers  variety  and  selection,  attracting  more  shoppers. 

What  Do  They  Look  Like? 

Formula  retailers  generally  occupy  larger  spaces  than  independent  retailers  do.  Overall,  nearly  85 
percent  of  San  Francisco’s  formula  retailers  occupy  more  than  3,000  square  feet,  while  80  percent  of 
independent  retailers  occupy  3,000  square  feet  or  less. 

The  relationship  of  formula  retail  to  neighborhood  character  otherwise  varies  significantly 
depending  on  the  type  of  business  and  the  district  where  it  is  located.  For  example,  in  Upper  Fillmore, 
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formula  retail  establishments  tend  to  locate  in  Victorian  buildings  with  limited  parking,  reflecting  both  the 
existing  building  stock  in  the  district  and  the  fact  that  formula  retail  in  Upper  Fillmore  generally  caters  to 
comparison  shoppers  who  are  likely  to  drive  or  take  transit  to  the  district  and  then  walk  from  store  to 
store.  In  contrast,  formula  retail  establishments  on  Ocean  Avenue  and  Geary  Boulevard  are  more  likely  to 
locate  in  single-story  retail  buildings  with  significant  parking.  Many  of  the  formula  retailers  on  Ocean 
Avenue  and  Geary  Boulevard  sell  groceries  and  other  personal  goods  that  shoppers  often  buy  in  large 
quantities  and  may  prefer  to  transport  in  a car. 

What  Goods  and  Services  Do  They  Provide? 

Formula  retail  establishments  can  serve  local  daily  needs  or  cater  to  regional  shoppers,  depending 
in  part  on  their  location.  For  example,  in  Downtown,  parts  of  South  of  Market,  and  the  northeastern 
waterfront  - areas  where  formula  retail  is  generally  not  regulated  - formula  retail  stores  and  restaurants 
serve  a mix  of  workers,  shoppers,  and  visitors  from  around  the  city,  region,  and  world.  The  most  common 
types  of  formula  retail  in  these  districts  include  apparel  and  accessory  stores,  health  and  beauty  stores,  and 
specialized  retail  stores.  Some  neighborhood  commercial  districts  such  as  Upper  Fillmore  are  also 
emerging  as  regional  shopping  destinations,  and  have  significant  clusters  of  both  formula  and  independent 
clothing  stores,  beauty  stores,  and  other  regional-serving  businesses.  In  general,  however,  pharmacies, 
grocery  stores,  banks,  and  other  uses  that  serve  residents’  daily  needs  account  for  much  of  the  formula 
retail  in  neighborhood  commercial  districts  and  other  commercial/mixed-use  zoning  districts  where 
formula  retail  is  subject  to  controls. 

How  Do  They  Affect  the  Neighborhoods  Where  They  Are  Located? 

Compared  to  independent  retailers,  formula  retailers  may  be  willing  and  able  to  pay  higher  rents  in 
some  highly  desirable  neighborhood  commercial  districts  that  serve  local  residents,  shoppers  from 
around  the  region,  and  tourists.  Landlords  in  San  Francisco’s  most  attractive  retail  markets  (e.g..  Upper 
Fillmore)  often  require  letters  of  credit  guaranteeing  6 to  12  months’  worth  of  rent.  Prospective  tenants 
may  also  find  it  necessary  to  pay  either  landlords  or  existing  tenants  “key  money”  in  order  to  secure  a 
lease.  Start-ups  and  other  independent  retailers  often  find  it  difficult  to  meet  these  requirements. 
Stakeholders  have  also  reported  incidents  of  landlords  holding  retail  space  vacant  for  significant  periods 
of  time  until  a national  tenant  can  be  found. 

However,  there  does  not  appear  to  be  a consistent  relationship  between  the  approval  of  a new 
formula  retail  conditional  use  application  and  the  subsequent  direction  of  local  rents  and  vacancies. 
Rather,  retail  market  trends  over  time  are  primarily  related  to  regional  and  national  economic  cycles. 

Formula  retail  establishments  often  have  the  resources  to  improve  storefronts  with  challenging 
physical  conditions  and  can  serve  as  anchors  in  revitalizing  neighborhoods,  but  can  also  be 
challenging  to  involve  in  merchant  and  community  organizing  and  outreach.  Compared  to 
independent  businesses,  national  and  regional  retailers  often  have  more  resources  to  invest  in  improving 
fa9ades  and  interiors.  In  addition  to  making  physical  improvements,  a large,  brand-name  retailer  can  also 
contribute  to  the  revitalization  of  a neighborhood  commercial  district  by  drawing  new  customers  to  the 
district.  However,  beyond  drawing  new  customers,  many  formula  retail  stores  contribute  few  other 
benefits  to  the  neighborhoods  where  they  are  located.  Community  members  note  that  it  is  challenging  to 
establish  ongoing  relationships  with  most  formula  retailers  because  the  managers  rotate  between  stores  or 
do  not  have  the  authority  to  make  decisions.  As  a result  of  this  management  structure,  local  merchants 
associations  report  that  few  formula  retailers  are  active  participants  in  their  efforts  to  organize  events  and 
activities. 

What  Wages  and  Benefits  Do  They  Offer  Employees? 

Employment  practices  in  San  Francisco  vary  as  much  or  more  by  retail  subsector  and  firm  size  as 
by  whether  a business  is  formula  or  independent.  On  average,  retail  stores  and  restaurants  in  San 
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Francisco  pay  similar  wages  regardless  of  whether  the  business  has  just  one  location  in  California 
(“single-site”  firms,  which  served  as  a proxy  for  independent  retailers  in  the  employment  analysis  due  to 
limitations  of  the  employment  data),  or  is  part  of  a company  with  multiple  locations  in  the  state 
(“multiple-site”  firms).  ^ However,  these  averages  mask  large  pay  differences  within  some  retail 
subsectors.  In  some  subsectors  (e.g.,  electronics  and  appliance,  furniture,  health  and  personal  care,  and 
grocery  stores)  workers  at  multiple-site  stores  earned  more  than  workers  at  single-site  stores,  while  in 
other  subsectors  (e.g.  automobile  parts  and  accessories,  liquor,  shoes,  and  sporting  goods  stores),  workers 
at  multiple-site  stores  earned  less  than  workers  at  single-site  stores.  Firms  with  multiple  sites  do  tend  to 
employ  significantly  more  workers  than  firms  with  a single  location,  although  some  of  the  difference  may 
be  due  to  scheduling  and  other  business  practices  (e.g.,  multiple-site  firms  may  tend  to  hire  more  part- 
time  or  temporary  workers).'* 

Both  nationally  and  in  San  Francisco,  retail  stores  and  restaurants  generally  provide  fewer  benefits 
compared  to  other  types  of  businesses.  Local  and  national  studies  have  also  shown  that  firms  with  fewer 
than  20  employees  - a category  that  includes  most  independent  retailers  - are  less  likely  to  offer  health 
insurance,  paid  time  off,  and  other  benefits  compared  to  firms  with  more  than  20  employees,  a category 
that  includes  most  formula  retailers.  However,  San  Francisco’s  labor  laws  raise  the  floor,  so  that  firms  in 
all  industries  are  required  to  offer  higher  pay  and  better  benefits  compared  to  their  counterparts  elsewhere 
in  the  country,  although  small  firms  are  exempt  from  some  requirements. 

Effects  of  San  Francisco’s  Existing  Formula  Retail  Controls 

The  Conditional  Use  Application  Process 

Excluding  pending  applications,  75  percent  of  formula  retail  conditional  use  applications  have  been 
approved.  However,  tWs  approval  rate  may  under-represent  the  impact  of  the  controls  in  reducing  the 
prevalence  of  formula  retail,  as  the  application  process  discourages  some  formula  retailers  from 
considering  locations  in  districts  with  controls. 

The  formula  retail  conditional  use  process  creates  disincentives  for  formula  retailers  to  locate  in 
San  Francisco's  neighborhood  commercial  districts.  According  to  brokers  who  work  with  chain 
retailers,  obtaining  a formula  retail  CU  authorization  typically  takes  6 to  12  months  and  can  cost  tens  of 
thousands  of  dollars,  including  fees  for  attorneys,  architects,  and  community  outreach  consultants  and 
other  costs.  As  a result,  brokers  report  that  many  formula  retailers  will  not  propose  a new  location  in  San 
Francisco’s  neighborhood  commercial  districts  unless  they  feel  confident  that  their  application  is  likely  to 
be  approved.  Some  formula  retailers  are  reportedly  unwilling  to  consider  locations  in  San  Francisco’s 
neighborhood  commercial  districts  at  all. 

However,  formula  retailers’  willingness  to  go  through  the  formula  retail  conditional  use  application 
process  depends  on  conditions  in  specific  districts.  Formula  retailers  are  more  likely  to  submit 
applications  in  neighborhoods  with  strong  market  demand  for  new  retail  and  where  they  anticipate  a 
positive  reception  by  the  community. 

The  formula  retail  conditional  use  authorization  process  empowers  well-organized  community 
members  to  keep  out  unwanted  formula  retail  uses.  The  majority  of  formula  retail  CU  applications 
have  been  approved.  However,  in  cases  where  community  members  have  reached  a clear  consensus  that  a 


^ National  data  fronn  the  2007  Economic  Census  show  that  retail  firms  with  fewer  than  10  outlets  in  the  United  States 
paid  an  average  of  $27,500  per  employee,  per  year.  In  comparison,  firms  with  10  or  more  outlets  paid  an  average  of 
$20,800  per  employee  per  year.  However,  employment  data  by  number  of  outlets  were  not  available  for  San 
Francisco. 

^ Data  on  part-time  versus  full-time  worker  status  by  industry  and  number  of  outlets  are  not  available  from  any  known 
source. 
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proposed  formula  retailer  is  not  desirable  and  appeared  at  Planning  Commission  hearings,  CU 
authorizations  have  often  been  denied  or  withdrawn.  In  general,  community  reaction  to  formula  retail  CU 
applications  appears  to  depend  on  factors  such  as  the  potential  impacts  on  competing  businesses,  and 
whether  prospective  formula  retail  tenants  are  filling  long-standing  vacancies  and/or  meeting  perceived 
community  needs. 

Neighborhood  Effects  of  the  Formula  Retail  Controls 

The  formula  retail  controls  are  focused  on  regulating  where  new  formula  retail  outlets  may  locate, 
but  cannot  directly  regulate  how  businesses  are  operated  once  they  have  established.  The  formula 
retail  controls  are  one  of  many  land  use  regulations  that  the  City  places  on  the  type,  scale,  and  appearance 
of  retail  activities  allowed  in  any  given  location  within  San  Francisco.  For  example,  in  most  NCDs,  any 
proposed  retail  use  over  a certain  size  (typically  between  2,000  and  4,000  square  feet)  requires  a separate 
use  size  CU  authorization.  Other  provisions  of  the  Planning  Code  regulate  the  types  of  retail  uses  allowed 
in  particular  districts,  the  dimensions  of  retail  buildings,  and  the  size  and  appearance  of  retail  signage. 
Zoning  and  other  land  use  controls  are  inherently  limited  to  regulating  the  type  and  scale  of  land  use 
activities  and  the  overall  dimensions  of  the  structures  in  which  these  activities  occur.  Thus,  the  formula 
retail  controls  cannot  directly  regulate  hiring  or  employment  practices  or  other  features  of  how  businesses 
are  operated  once  they  have  been  established,  but  are  instead  focused  on  regulating  where  new  formula 
retail  establishments  may  locate.^ 

The  relatively  low  concentration  of  formula  retail  in  commercial/mixed-use  neighborhoods  with 
formula  retail  controls  in  place  suggests  that  the  controls  are  successfully  limiting  the  amount  of 
formula  retail  in  the  city’s  neighborhood  commercial  districts,  although  other  factors  are  also  likely 
at  play.  In  addition  to  the  City’s  formula  retail  controls,  other  factors  that  could  affect  the  concentration 
of  formula  retail  in  different  neighborhoods  include  the  prevalence  of  formula  retail  before  the  controls 
went  into  effect  and  the  different  retail  markets  that  various  commercial  districts  serve. 

By  creating  disincentives  for  formula  retailers  to  locate  in  San  Francisco's  neighborhood 
commercial  districts,  the  formula  retail  controls  may  help  lower  costs  for  independent  retailers.  By 
making  neighborhood  commercial  districts  less  attractive  for  formula  retailers,  formula  retail  controls 
may  help  lower  rents  in  some  districts,  reducing  costs  for  independent  retailers. 

The  City’s  formula  retail  controls  may  be  a contributing  factor  in  some  long-term  vacancies, 
particularly  of  larger  storefronts.  Brokers  report  that  large,  deep  spaces  may  sit  empty  for  extended 
periods  of  time  if  a formula  retail  CU  application  is  disapproved  or  withdrawn,  and  that  these  vacant 
spaces  can  act  as  a drag  on  the  vibrancy  and  overall  performance  of  the  surrounding  district.  Formula 
retailers  can  generally  fill  more  floor  space  than  independent  retailers,  and  can  more  often  afford  to  make 
needed  tenant  improvements  and  pay  the  rents  required  to  lease  larger  storefronts.  However,  while  the 
formula  retail  controls  may  make  leasing  some  spaces  more  challenging,  obsolete  building  designs, 
significant  maintenance  needs,  and  challenging  locations  also  likely  contribute  to  long-term  vacancies  in 
many  cases. 

While  it  might  be  ideal  to  encourage  property  owners  to  subdivide  or  redevelop  large,  vacant  retail 
spaces,  there  are  significant  limitations  to  this  approach.  Some  large  retail  buildings  are  not  possible 
to  subdivide  into  multiple  smaller  storefronts  that  would  be  more  suitable  for  independent  businesses 
because  of  structural  or  design  issues.  In  terms  of  redevelopment  potential,  some  vacant  retail  buildings 
that  are  too  big  for  most  independent  retailers  are  located  on  parcels  that  are  too  small  to  support  enough 
residential  units  to  justify  the  expense  of  the  demolition  and  construction.  Other  vacant  retail  buildings 


® The  City  does,  however,  have  other  mechanisms  for  regulating  employment  and  business  practices.  For  example, 
San  Francisco  is  nationally  known  for  its  minimum  wage  ordinance  and  other  progressive  labor  laws. 
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may  present  other  challenges  for  redevelopment.  For  example,  the  vacant,  former  Walgreens  building  in 
the  Geary  Boulevard  case  study  area  is  wedged  between  two  other  retail  buildings,  making  it  a very 
challenging  site  for  any  new  construction. 

Current  Issues  and  Potential  Changes  to  Formula  Retail  Controls 

The  Board  of  Supervisors  is  considering  a number  of  different  ordinances  that  would,  among  other 
changes,  expand  the  definition  of  formula  retail  to  include  additional  land  uses,  businesses  that  have  1 1 or 
more  other  outlets  located  anywhere  in  the  world,  and  businesses  that  are  majority  owned  by  a formula 
retail  use  subject  new  land  uses  to  formula  retail  controls.  Other  proposals  would  create  quantitative 
thresholds  for  determining  the  appropriate  level  of  concentration  of  formula  retail  in  neighborhood 
commercial  districts.  In  addition  to  the  changes  that  the  Board  of  Supervisors  is  considering,  stakeholders 
have  also  raised  concerns  about  the  impacts  of  the  formula  retail  controls  on  locally  owned  and  smaller 
retailers  that  are  captured  by  the  City’s  current  definition  of  formula  retail.  The  data  and  analysis 
performed  as  part  of  this  study  led  to  the  following  conclusions  on  these  issues. 

Expanding  the  Definition  of  Formula  Retail 

Changing  the  definition  of  formula  retail  to  include  international  chains  with  11  or  more  other 
establishments  anywhere  in  the  world  could  have  a significant  effect  in  certain  neighborhoods,  but 
is  unlikely  to  affect  many  businesses  citywide.  This  proposed  policy  change  is  particularly  relevant  in 
highly  attractive  shopping  districts  like  Upper  Fillmore,  where  international  (as  well  as  domestic) 
businesses  are  reportedly  accelerating  plans  to  open  before  they  reach  the  threshold  for  formula  retail. 
Other  international  chains  have  chosen  to  open  their  first  San  Francisco  locations  in  neighborhoods  with  a 
strong  ethnic  identity,  such  as  Japantown,  Chinatown,  or  the  Mission.  City  wide,  10  percent  of  businesses 
with  1 1 or  more  other  corporate  family  members  are  part  of  a corporation  that  is  headquartered  outside  of 
the  U.S.  However,  the  vast  majority  of  international  businesses  already  have  a long-established  presence 
in  the  U.S.  and  qualify  as  formula  retail  under  the  current  Planning  Code. 

Expanding  the  formula  retail  definition  to  include  establishments  that  are  owned  by  formula  retail 
businesses  is  also  likely  to  affect  a small  number  of  potential  new  businesses.  This  proposed  policy 
change  is  designed  to  address  several  recent  cases  of  new  or  proposed  establishments  that  did  not  have  to 
go  through  the  formula  retail  CU  process  even  though  they  were  owned  by  formula  retailers,  such  as  Jack 
Spade  in  the  Mission  (owned  by  Liz  Claiborne)  and  Athleta  and  Evolution  Juice  in  Upper  Fillmore 
(owned  by  The  Gap  and  Starbucks,  respectively).  Citywide,  however,  subsidiaries  - defined  as  companies 
that  are  more  than  50  percent  owned  by  another  corporation  - account  for  only  3 percent  of  retail 
businesses  in  San  Francisco  that  have  12  or  more  corporate  family  members.  Most  of  these  would  already 
qualify  as  formula  retail  under  the  existing  Planning  Code,  because  they  have  1 1 or  more  other  locations 
of  the  same  trade  name  in  the  U.S. 

Expanding  the  application  of  formula  retail  controls  to  other  types  of  land  uses  could  affect  a 
significant  number  of  businesses  considering  new  locations  in  San  Francisco,  and  make  it  more 
challenging  to  fill  vacant  storefronts  in  some  neighborhood  commercial  districts.  As  the  retail 
industry  has  become  increasingly  consolidated  and  brick-and-mortar  retail  stores  ai'e  forced  to  compete 
with  online  sales,  non-retail  uses  are  playing  an  increasingly  important  role  in  filling  vacant  retail  space. 
Personal,  business,  and  medical  services  play  a particularly  important  role  in  some  of  San  Francisco’s 
more  struggling  retail  districts.  For  example,  while  Upper  Fillmore’s  high  sales  volumes  and  reputation  as 
a shopping  destination  continue  to  attract  many  retail  stores  and  keep  vacancies  low,  non-retail  uses 
occupy  a significant  share  of  storefronts  on  Geary  Boulevard  and  Ocean  Avenue  (40  percent  and  56 
percent,  respectively).  Given  these  trends,  expanding  formula  retail  controls  to  include  new  land  uses 
could  make  it  more  difficult  to  maintain  healthy  vacancy  rates  (i.e.,  vacancy  rates  of  no  more  than  10 
percent)  in  some  neighborhood  commercial  districts.  Moreover,  many  personal,  business,  and  medical 
services  - such  as  hair  and  nail  salons,  gyms,  and  dialysis  centers  - serve  residents’  daily  needs  and  align 
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with  the  City’s  vision  of  neighborhood  commercial  districts  as  providing  a range  of  neighborhood-serving 
commercial  uses. 

Creating  Thresholds  for  Concentration  of  Formula  Retail 

The  appropriate  concentration  of  formula  retail  for  neighborhood  commercial  districts  varies 
significantly  depending  on  existing  conditions  and  the  community’s  preferences.  The  existing 
concentration  of  formula  retail  varies  significantly  across  the  city,  and  communities  often  react  differently 
to  formula  retail  CU  applications  depending  on  factors  such  as  the  potential  impacts  on  competing 
businesses  and  whether  prospective  formula  retail  tenants  are  filling  long-standing  vacancies  and/or 
meeting  perceived  community  needs.  Given  this  variation,  it  is  not  possible  to  define  an  ideal  level  of 
concentration  for  formula  retail  that  could  apply  across  multiple  neighborhood  commercial  districts. 

Reducing  Impacts  on  Small  Businesses 

Changing  the  definition  of  formula  retail  to  businesses  with  at  least  20  or  50  other  establishments 
(rather  than  the  current  11)  would  exempt  some  local,  fast-growing  companies,  while  still  capturing 
the  vast  majority  of  national  chains.  Examples  of  businesses  that  started  in  San  Francisco  and  have 
recently  qualified  as  formula  retail  include  Philz  Coffee,  with  14  locations  in  the  Bay  Area;  San  Francisco 
Soup  Company,  with  16  locations  in  the  Bay  Area;  and  Pet  Food  Express,  which  recently  reached 
approximately  50  stores  in  the  Bay  Area,  Sacramento,  and  Carmel.  Overall,  however,  only  5 percent  of 
formula  retailers  in  San  Francisco  are  associated  with  businesses  with  fewer  than  20  total  branches  or 
subsidiaries.  Another  4 percent  have  between  20  and  50  locations.  The  remaining  formula  retailers  are 
either  franchises  (about  17  percent)  or  have  more  than  50  locations  (nearly  75  percent). 

Franchisees  and  other  small  businesses  may  need  more  assistance  in  navigating  formula  retail  and 
other  land  use  controls  and  negotiating  rents.  The  formula  retail  controls  affect  some  small  businesses 
as  well  as  larger,  national  chains.  These  include  rapidly  growing  local  companies  (e.g.,  Philz  Coffee,  San 
Francisco  Soup  Company)  as  well  as  some  franchisees  (i.e.,  individuals  or  small,  local  companies  who 
purchase  the  right  to  use  the  trademark  and  other  standardized  features  from  a large,  national  brand). 
Providing  these  businesses  with  technical  assistance  in  navigating  the  formula  retail  controls  and  other 
land  use  controls  could  help  mitigate  the  impacts  of  the  controls.  Small  businesses  may  also  benefit  from 
additional  assistance  in  negotiating  with  landlords  in  neighborhood  commercial  districts  where  rents  are 
rising  rapidly. 
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I.  INTRODUCTION 

The  issue  of  formula  retail  in  San  Francisco’s  neighborhoods  has  attracted  significant  attention  from  the 
city’s  policymakers  and  residents  in  recent  months.  San  Francisco  has  regulated  formula  retail  - defined 
as  “a  type  of  retail  sales  activity  or  retail  sales  establishment  which,  along  with  eleven  or  more  other  retail 
sales  establishments  located  in  the  United  States,”  maintains  certain  standardized  features  - since  the  mid- 
2000s.  Uses  subject  to  this  definition  include  most  retail  stores,  restaurants,  bars,  liquor  stores,  banks, 
retail  services,^  and  movie  theaters.  Under  the  current  San  Francisco  Planning  Code,  new  formula  retail  in 
the  city’s  neighborhood  commercial  districts  either  is  prohibited  or  requires  conditional  use  authorization. 

In  2013,  concerns  about  rapid  change  in  San  Francisco’s  retail  market  sparked  renewed  interest  in  the 
issue  and  prompted  a number  of  proposals  to  revise  the  formula  retail  policies.  In  response  to  these 
proposals,  the  City  and  County  of  San  Francisco  (City)  contracted  with  Strategic  Economics  to  provide 
data  and  analysis  of  San  Francisco’s  formula  retail  establishments  and  controls.  This  report  describes  the 
results  and  methodology  of  Strategic  Economics’  analysis,  which  is  intended  to  inform  policy 
recommendations  that  City  staff  will  make  to  the  Planning  Commission.  The  study  involved  the  first 
comprehensive  effort  to  identify  and  map  all  of  San  Francisco’s  existing  formula  retail  establishments,  as 
well  as  extensive  research  into  topics  such  as  the  employment  and  real  estate  impacts  associated  with 
formula  retail.  At  key  points  throughout  the  study,  the  results  were  presented  to  focus  groups  of 
stakeholders  and  the  Planning  Commission,  and  the  analysis  was  augmented  and  revised  to  reflect 
feedback  from  focus  group  participants,  the  Planning  Commission,  and  City  staff. 

The  Office  of  the  Controller  has  also  prepared  an  economic  analysis  in  response  to  proposed  changes  to 
San  Francisco’s  formula  retail  policies.  In  February  2014,  the  Controller’s  Office  of  Economic  Analysis 
released  its  report,  which  included  an  analysis  of  consumer  price  and  local  spending  differences  between 
formula  and  independent  retailers  and  an  evaluation  of  the  overall  economic  impact  of  expanding  the 
City’s  formula  retail  controls.’  In  order  to  avoid  duplicating  efforts  and  maximize  the  overall  number  of 
topics  that  could  be  studied,  Strategic  Economics  did  not  conduct  additional  research  on  these  topics. 

Background 

The  San  Francisco  Board  of  Supervisors  (BOS)  adopted  the  City’s  first  formula  retail  controls  in  2004, 
with  the  goal  of  protecting  San  Francisco’s  “diverse  retail  base  with  distinct  neighborhood  retailing 
personalities.”  The  BOS  found  that  “the  standardized  architecture,  color  schemes,  decor  and  signage  of 
many  formula  retail  businesses  can  detract  from  the  distinctive  character”  of  San  Francisco’s 
neighborhood  commercial  districts  (NCDs),  which  the  City  envisions  as  mixed-use  districts  that  support  a 
range  of  neighborhood-serving  commercial  uses.  In  addition  to  protecting  the  distinctive  aesthetic 
character  of  the  NCDs,  the  ordinance  was  intended  to  “protect  [San  Francisco’s]  vibrant  small  business 
sector  and  create  a supportive  environment  for  new  small  business  innovations,”  in  recognition  that  “the 
unregulated  and  unmonitored  establishment  of  additional  formula  retail  uses  may  unduly  limit  or 
eliminate  business  establishment  opportunities  for  smaller  or  medium-sized  businesses  . . . and  unduly 
skew  the  mix  of  businesses  towards  national  retailers  in  lieu  of  local  or  regional  retailers.”* 


^ Retail  services  include  laundromats,  dry  cleaning,  pet  grooming,  and  copy  centers. 

’ See  City  and  County  of  San  Francisco  Office  of  the  Controller  - Office  of  Economic  Analysis,  “Expanding  Formula 
Retail  Controls:  Economic  Impact  Report,”  February  12,  2014, 
http://sfcontroller.orq/Modules/ShowDocument.aspx?documentid=51 19. 

® Ordinance  Number  62-04,  Board  File  031501,  available  online  at; 

http://sfgov.legistar.com/LegislationDetail.aspx?ID=473759&GUID=A83D3A84-B457-4B93-BCF5- 
1 1 058DDA5598&Options=lD|Text|&Search=62-04 
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Initially,  the  City’s  formula  retail  controls  were  limited  to  a few  specific  NCDs  (including  the  I layes- 
Gough  NCD  and  certain  blocks  in  the  Haight/Cole  Valley  area).  However,  in  2007,  San  Francisco  voters 
approved  Proposition  G,  which  amended  the  Planning  Code  to  require  conditional  use  (CU) 
authorizations  for  new  formula  retail  outlets  in  all  of  the  city’s  NCDs.  Because  Proposition  G was  a voter- 
approved  ballot  initiative,  the  provision  of  the  Planning  Code  that  requires  a CU  authorization  for  new 
formula  retail  in  the  NCDs  can  only  be  changed  through  another  ballot  process.  However,  other  aspects  of 
the  controls  - such  as  the  definition  of  formula  retail,  the  use  types  that  are  subject  to  formula  retail 
controls,  and  the  criteria  for  consideration  of  formula  retail  CU  applications  - can  be  amended  through 
the  typical  legislative  process.  For  example,  in  2012  the  BOS  expanded  the  controls  to  cover  banks,  credit 
unions,  and  savings  and  loans. ^ 

The  formula  retail  controls  are  one  of  many  land  use  regulations  that  the  City  places  on  the  type,  scale, 
and  appearance  of  retail  activities  allowed  in  any  given  location  within  San  Francisco.  For  example,  in 
most  NCDs,  any  proposed  retail  use  over  a certain  size  (typically  between  2,000  and  4,000  square  feet) 
requires  a separate  use  size  CU  authorization.  Other  provisions  of  the  Planning  Code  regulate  the  types 
of  retail  uses  allowed  in  particular  districts,  the  dimensions  of  retail  buildings,  and  the  size  and 
appearance  of  retail  signage.  Zoning  and  other  land  use  controls  are  inherently  limited  to  regulating  the 
type  and  scale  of  land  use  activities  and  the  overall  dimensions  of  the  structures  in  which  these  activities 
occur.  Thus,  the  formula  retail  controls  cannot  directly  regulate  hiring  or  employment  practices  or  other 
features  of  how  businesses  are  operated  once  they  have  been  established,  but  are  instead  focused  on 
regulating  where  new  formula  retail  establishments  may  locate.'' 

Recent  Concerns  Related  to  Formula  Retail  and  the  Formula  Retail  Controls 

Over  the  past  several  years,  a number  of  concerns  have  drawn  significant  new  attention  to  the  City’s 
formula  retail  policies.  The  increased  attention  to  the  issue  has  played  out  in  the  context  of  San 
Francisco’s  rapidly  expanding  economy,  which  has  fueled  one  of  the  hottest  retail  markets  in  the 
country.'^  As  the  U.S.  economy  has  recovered,  many  national  retail  brands  have  gone  into  expansion 
mode,  reportedly  focusing  expansion  plans  on  dense,  urban  environments  like  San  Francisco.'^  At  the 
same  time,  many  retail  sectors  are  facing  increased  competition  with  online  sales.  As  a result  of  these 
local  and  national  trends,  some  small,  local  businesses  have  struggled  to  keep  up  with  rising  rents  even  as 
the  city’s  economic  growth  has  attracted  new  national  brands  and  allowed  other  local  retailers  to  expand. 

In  this  context,  residents,  businesses,  and  policy  makers  have  raised  a number  of  concerns,  including 
some  that  are  directly  related  to  the  impacts  of  the  City’s  formula  retail  controls  and  others  that  also  tied 
to  broader  retail  market  trends.  Some  of  the  specific  concerns  that  have  been  raised  in  the  debate  over 
formula  retail  include: 

• High-profile  cases  of  nationally  or  internationally  known  brands  that  have  recently 
proposed  or  opened  locations  in  San  Francisco  but  were  not  subject  to  the  City’s  formula 
retail  controls.  These  include  brands  with  dozens  or  hundreds  of  locations  internationally  but 
fewer  than  1 1 other  locations  in  the  United  States  when  they  opened  in  San  Francisco  (e.g..  The 
Kooples,  Cotelac,  and  Sandro,  three  clothing  boutiques  that  recently  opened  in  the  Upper 


® For  a more  detailed  discussion  of  the  history  of  formula  retail  controls  in  San  Francisco,  and  a complete  description 
of  the  definition  of  formula  retail,  see  “Formula  Retail  Controls  Today  and  Tomorrow,"  Memorandum  to  the  Planning 
Commission  by  Sophie  Hayward,  Legislative  Planner  and  Jenny  Wun,  Legislative  Intern,  July  15,  2013. 

See  Appendix  B for  additional  information  on  use  size  controls  by  zoning  district. 

The  City  does,  however,  have  other  mechanisms  for  regulating  employment  and  business  practices.  For  example, 
San  Francisco  is  nationally  known  for  its  minimum  wage  ordinance  and  other  progressive  labor  laws. 

ChainLinks  retail  Advisors,  FallAMnter  201 3 Retail  Review  & Forecast,  Fall/Winter  2013. 

Cassidy  Turley,  National  Retail  Review,  Spring  2014,  http://www.ctbt.com/Web/Download-Research- 
File.aspx?id=E81 96E98-CDAE-4AAE-8A8C-31 B3AD67591 E. 
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Fillmore);  brands  that  are  found  in  many  department  stores  or  are  owned  by  formula  retail 
companies  but  have  few  brick-and-mortar  stores  under  their  own  trademark  (e.g.,  Jack  Spade, 
Joie);  and  companies  that  have  dozens  of  outlets  in  the  United  States  but  do  not  fall  among  the 
use  types  to  which  the  controls  apply  (e.g.,  Chevron  gas  station.  Equinox  gym). 

• Potential  impacts  of  the  formula  retail  controls  on  locally  owned  and  smaller  retailers  that 
are  captured  by  the  City’s  definition  of  formula  retail.  Examples  of  businesses  that  started  in 
San  Francisco  and  now  qualify  as  formula  retail  include  Philz  Coffee,  with  14  locations  in  the 
Bay  Area;  San  Francisco  Soup  Company,  with  16  locations  in  the  Bay  Area;  and  Pet  Food 
Express,  which  recently  reached  approximately  50  stores  in  the  Bay  Area,  Sacramento,  and 
Carmel.  In  addition,  some  small  business  advocates  have  raised  concerns  over  impacts  on  small, 
local  franchisees  - i.e.,  individuals  or  companies  who  purchase  the  right  to  use  the  trademark  and 
other  standardized  features  from  a large,  national  brand.  Examples  of  franchises  subject  to  the 
formula  retail  controls  include  restaurants  like  Subway,  Taco  Bell/KFC,  Jamba  Juice,  and 
Extreme  Pizza  and  stores  such  as  RadioShack  and  The  Great  Frame  Up. 

• Concern  that  the  expansion  of  formula  retail  is  exacerbating  the  pressures  facing  small 
retail,  restaurant,  and  personal  service  businesses  in  San  Francisco.  Small  businesses  have 
raised  a concern  that  formula  retailers  are  willing  and  able  to  pay  higher  rents  than  independent 
retailers,  contributing  to  rapidly  rising  rents  in  the  city’s  NCDs.  Stakeholders  have  also  raised 
concerns  that  some  landlords  prefer  formula  retailers  or  other  national  brands  over  independent 
retailers,  and  may  hold  retail  space  off  the  market  until  a national  tenant  can  be  found. 

• Concern  that  the  formula  retail  controls  are  contributing  to  the  challenges  that  some 
neighborhood  coramereial  districts  continue  to  face  even  as  the  city’s  overall  economy  has 
expanded.  For  example,  policymakers  have  expressed  concerns  over  long-term  commercial 
vacancies  in  some  NCDs.^^  Real  estate  brokers  report  that  the  formula  retail  controls  make  it 
more  difficult  to  fill  vacancies,  particularly  of  large  spaces  (more  than  3,000  square  feet).  At  the 
same  time,  cities  across  the  country  are  finding  it  increasingly  difficult  to  fill  retail  space  with 
retail  stores  (i.e.,  businesses  selling  goods  directly  to  consumers)  as  the  number  of  potential  retail 
tenants  has  shrunk  due  to  competition  with  e-commerce  and  the  consolidation  of  national  retail 
brands.  Real  estate  professionals  have  noted  a nationwide  shift  toward  retail  uses  that  do  not 
compete  directly  with  online  sales,  such  as  restaurants,  grocery  stores,  other  food  stores,  personal 
services,  tax  preparation,  automotive  services,  and  dry  cleaners. 

• Growing  concern  that  new  retailers  - both  formula  and  independent  - are  increasingly 
serving  a luxury  or  high-end  market  and  do  not  serve  residents’  daily  needs.  Stakeholders  in 
some  higher-income  neighborhoods  have  observed  that  long-standing  retail  uses  that  once 
provided  affordable  goods  and  services  to  serve  residents’  “daily  needs” 
- for  example,  hardware  stores,  comer  stores,  and  laundromats  - are  being  replaced  by  new 
stores  that  predominantly  sell  high-end  “comparison  goods”  such  as  Jewelry,  clothes,  shoes,  and 
furniture  that  most  households  purchase  only  occasionally  (and  tend  to  compare  before 
purchasing).  Meanwhile,  residents  of  some  lower-income  neighborhoods  have  faced  a lack  of 
affordable  grocery  stores,  drug  stores,  and  other  daily  needs-serving  establislunents  for  many 
years.  At  a broad  level,  the  shift  towards  higher-end,  comparison  shopping  stores  may  in  part 
reflect  a regional  and  national  decline  in  consumer  demand  from  the  middle  class,  accompanied 
by  strong  growth  in  retail  sectors  serving  either  the  most  affluent  households  or  stmggling,  low- 


As  discussed  in  Chapter  VI,  national  retailers  typically  have  better  credit  and  can  sign  longer  leases  than  locally 
owned,  independent  retailers,  reducing  the  risk  to  the  landlord  that  the  tenant  will  be  unable  to  pay  their  rent. 

San  Francisco  Budget  and  Legislative  Analyst,  "Preventing  and  Filling  Commercial  Vacancies  in  San  Francisco," 
August  20,  2013. 

ChainLinks  retail  Advisors,  Fall/Winter  201 3 Retail  Review  & Forecast. 
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income  households. More  locally,  as  rents  have  risen  in  many  of  San  Francisco’s  shopping 
districts,  daily  needs-serving  establishments  with  relatively  low  profit  margins  may  not  be  able  to 
afford  the  increased  rent  burden.  In  other  cases,  the  business  owner  may  retire,  sell  their  building 
or  lease  in  order  to  take  advantage  of  high  real  estate  prices,  or  close  shop  for  other  reasons. 

• Concerns  about  differences  in  hiring  practices  and  the  quality  of  jobs  offered  by  formula 
and  independent  retailers.  San  Francisco’s  residents  and  elected  officials  place  a high  priority 
on  providing  high-quality,  well-paying  jobs  that  employ  a diverse  range  of  residents.  Residents 
and  stakeholders  have  raised  concerns  about  whether  formula  and  independent  retailers  offer  Jobs 
of  comparable  quality  and  hire  a diverse  workforce,  and  whether  the  formula  retail  controls  have 
unintended  effects  on  overall  job  creation  in  the  city. 

In  response  to  these  and  other  concerns,  a number  of  proposals  to  revise  the  City’s  formula  retail  controls 
have  recently  come  before  the  BOS.  These  legislative  proposals  include  expanding  the  controls  to  cover 
new  areas  of  the  city,  changing  the  definition  of  formula  retail  in  certain  geographic  areas  or  citywide, 
adjusting  the  criteria  for  approving  a formula  retail  CU,  and  changing  the  notification  procedures  for  CU 
applications.  In  addition,  the  Planning  Commission  and  Board  of  Appeals  have  made  several  recent 
policy  decisions  affecting  the  way  the  existing  formula  retail  controls  are  applied.*® 

Purpose  of  this  Report 

In  reaction  to  the  multiple  legislative  proposals  related  to  formula  retail,  the  Planning  Commission 
directed  the  Planning  Department  to  review  and  analyze  the  overall  issue  of  formula  retail  in  San 
Francisco.  The  Planning  Department  selected  Strategic  Economics  to  conduct  this  study,  which  is 
intended  to  provide  a comprehensive,  data-driven  profile  of  San  Francisco’s  existing  formula  retail 
establishments  and  to  address  specific  economic  and  land  use  concerns  raised  by  community  members 
and  policymakers.  Department  staff  will  draw  on  the  information  in  this  report,  public  comment,  and 
other  sources  to  determine  whether  changes  to  the  definition  of  formula  retail,  the  formula  retail  CU 
process,  or  applicable  geographic  areas  of  the  City’s  formula  retail  controls  would  improve  neighborhood 
character  and  economic  vitality. 

Strategic  Economics  worked  with  Planning  Department  staff  to  identify  the  specific  issues  that  are 
assessed  in  this  study.  The  Department  also  convened  several  focus  groups,  where  stakeholders  were 
asked  to  provide  feedback  on  potential  research  topics  and  preliminary  findings.  Through  this  process,  the 
following  topics  were  selected  for  in-depth  analysis: 

• The  geographic  distribution  of  existing  formula  retail  in  San  Francisco  in  relation  to  formula 
retail  controls,  neighborhood  demographics,  and  other  local  characteristics; 

• Characteristics  of  San  Francisco’s  formula  retail  establishments  (e.g.,  size  of  establishments, 
types  of  goods  sold,  headquarters  locations)  compared  to  the  city’s  independent  retail 
establishments; 

• Employment  differences  between  formula  and  independent  retail; 

• The  relationship  among  formula  retail  controls,  formula  retail  businesses,  and  the  real  estate 
market; 


^ Nelson  D.  Schwartz,  “The  Middle  Class  Is  Steadily  Eroding.  Just  Ask  the  Business  World.,”  The  New  York  Times, 
February  2,  2014,  http://www.nytimes.eom/2014/02/03/business/the-middle-class-is-steadily-eroding-just-ask-the- 
business-world.html. 

Chapter  II  provides  a complete  list  of  recently  adopted  or  proposed  legislation  and  policy  changes  related  to 
formula  retail. 
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• The  potential  impacts  of  changing  the  Planning  Code’s  deJBnition  of  “formula  retail”  as  proposed 
by  several  of  the  ordinances  under  consideration  before  the  BOS;  and 

• The  functions  that  formula  retail  establishments  play  in  different  NCDs  throughout  the  city, 
including  formula  retail’s  role  in  serving  the  daily  needs  of  residents’  as  opposed  to  regional 
shoppers,  and  the  extent  to  which  formula  retail  adds  or  detracts  from  the  aesthetic  character  and 
economic  vibrancy  of  the  city’s  NCDs. 

Report  Organization 

The  report  is  organized  into  the  following  chapters: 

• Chapter  I (this  introduction)  provides  background  and  describes  the  purpose  of  this  report. 

• Chapter  11  reviews  the  City’s  existing  and  proposed  formula  retail  controls,  including  the  volume 
and  approval  rate  of  formula  retail  CU  applications  that  have  been  submitted  since  the  controls 
went  into  effect. 

• Chapter  III  assesses  the  prevalence  of  existing  formula  retail  establishments  in  San  Francisco  and 
the  spatial  distribution  of  formula  retail  by  zoning  control  and  subarea  within  the  city. 

• Chapter  IV  discusses  the  characteristics  of  San  Francisco’s  existing  formula  retail  establishments 
in  more  detail. 

• Chapter  V analyzes  differences  in  employment  befr\^een  formula  and  independent  retail,  in  terms 
of  number  of  workers  employed,  wages,  and  benefits, 

• Chapter  VI  focuses  on  the  relationship  among  formula  retail  controls,  formula  retail  businesses, 
and  the  real  estate  market. 

• Chapter  VII  evaluates  the  potential  effect  of  changing  the  Planning  Code  definition  of  “formula 
retail.” 

• Chapter  VIII  provides  case  studies  of  the  role  that  formula  retail  plays  in  three  of  San  Francisco’s 
NCDs:  Upper  Fillmore,  Ocean  Avenue,  and  Geary  Boulevard  (14*  to  28*  Avenues). 

• Chapter  IX  provides  a concluding  summary  of  findings  from  the  analysis. 

Appendix  A discusses  in  detail  the  methodology  used  to  identify  and  characterize  established  formula 
retail  establishments.  Appendix  B provides  information  on  use  size  controls  by  zoning  district.  Appendix 
C provides  the  definitions  of  land  uses  that  Supervisor  Eric  Mar’s  proposed  legislation  would  add  to  the 
formula  retail  controls.  Appendix  D includes  additional  maps  and  tables  from  the  analysis  of  demographic 
and  economic  characteristics  discussed  in  Chapter  III.  Appendix  E provides  a list  of  participants  who 
attended  the  stakeholder  focus  groups,  as  well  as  other  individuals  interviewed  as  part  of  the  study. 
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II.  SAN  FRANCISCO’S  FORMULA  RETAIL  CONTROLS 


This  chapter  provides  additional  background  on  San  Francisco’s  existing  formula  retail  controls  and  the 
various  legislative  and  policy  changes  that  have  been  proposed  or  adopted  in  recent  months.  The  chapter 
also  evaluates  the  volume  and  approval  rate  for  formula  retail  conditional  use  applications,  as  one 
indicator  of  the  effect  that  the  controls  have  had  in  limiting  formula  retail  in  San  Francisco’s 
neighborhood  commercial  districts. 

Existing  and  Proposed  Formula  Retail  Controls 

As  discussed  in  Chapter  I,  the  Board  of  Supervisors  adopted  San  Francisco’s  first  formula  retail  (FR)  use 
controls  in  2004  in  a fe\v  specific  districts.  In  subsequent  years,  a number  of  ordinances  expanded  the 
controls  to  additional  districts.  In  2007,  San  Francisco  voters  approved  Proposition  G,  which  requires 
conditional  use  (CU)  authorizations  in  all  of  the  city’s  neighborhood  commercial  districts. 

Today,  new  formula  retail  is  prohibited  or  requires  CU  authorization  in  much  of  San  Francisco.  In 
addition  to  these  basic  controls,  additional  controls  have  been  enacted  in  some  specific  locations,  typically 
in  response  to  concerns  regarding  over-concentration  of  certain  formula  retail  uses  or  the  impacts  on 
neighborhood  character  caused  by  larger  formula  retail  stores.  Figure  II-l  shows  the  locations  where 
formula  retail  controls  are  currently  in  place;  Figure  II-2  summarizes  specific  controls  that  apply  only  in 
certain  zoning  districts  (marked  in  dark  orange  in  Figure  II- 1). 

Under  the  current  Planning  Code,  “formula  retail”  is  defined  as  “a  type  of  retail  sales  activity  or  retail 
sales  establishment  which,  along  with  eleven  or  more  other  [i.e.,  at  least  12  total,  including  the  proposed 
establishment]  retail  sales  establishments  located  in  the  United  States,  maintains  two  or  more  of  the 
following  features:  a standardized  array  of  merchandise,  a standardized  fa9ade,  a standardized  decor  and 
color  scheme,  a standardized  uniform,  standardized  signage,  a trademark  or  a servicemark.”*^  Use  types 
subject  to  this  definition  generally  include  restaurants,  bars,  liquor  stores,  retail  stores  and  service 
establishments,  banks,  and  movie  theaters.  Some  uses  that  are  often  considered  retail  in  other  contexts  - 
for  example,  hair  salons,  gyms,  health  care  outlets,  gas  stations,  home  mortgage  centers,  tax  service 
centers,  and  auto  dealerships  - are  not  currently  subject  to  San  Francisco’s  formula  retail  controls.  The 
controls  apply  only  to  uses  that  have  sought  development  approvals  since  the  formula  retail  controls  were 
enacted;  existing  formula  retail  establishments  are  not  subject  to  new  restrictions  enacted  after  a property 
received  entitlements.^® 

The  formula  retail  controls  are  one  of  many  land  use  regulations  that  the  City  places  on  the  type,  scale, 
and  appearance  of  retail  activities  allowed  in  any  given  location  in  San  Francisco.  For  example,  in  most 
NCDs,  any  proposed  retail  use  over  a certain  size  (typically  between  2,000  and  4,000  square  feet)  requires 
a separate  use  size  CU  authorization.^*  The  Planning  Code  also  includes  separate  provisions  for  large- 
scale  retail;  retail  uses  over  90,000  square  feet  in  the  C-3  zoning  districts  and  50,000  square  feet  in  all 
other  zoning  districts  require  CU  authorization,  while  retail  over  120,000  square  feet  is  generally 
prohibited.^^  Other  provisions  of  the  Planning  Code  regulate  the  types  of  retail  uses  allowed  in  particular 
districts,  the  dimensions  of  retail  buildings,  and  the  size  and  appearance  of  retail  signage. 

In  2013,  a number  of  additional  legislative  and  policy  changes  to  the  formula  retail  controls  were 
proposed  or  adopted,  including  proposed  ordinances  that  would  modify  the  definition  of  formula  retail 


San  Francisco  Planning  Code,  Sections  303(i)(1),  703.3,  and  803.6(c). 

° “Entitlements”  are  approvals  for  the  right  to  develop  a property  for  a desired  purpose  or  use. 
See  Appendix  B for  additional  information  on  use  size  controls  by  zoning  district. 

San  Francisco  Planning  Code,  Section  121.6. 
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and  expand  the  areas  in  which  controls  apply.  The  various  proposed  ordinances  would  expand  the  formula 
retail  controls  to  cover  new  areas  of  the  city;  change  the  definition  of  formula  retail  in  certain  areas  or 
citywide;  adjust  the  criteria  for  approving  formula  retail  CU  applications;  and/or  expand  noticing 
procedures  for  CU  applications.  Figures  II-3  and  II-4,  respectively,  provide  a map  and  summary  of 
proposed  or  recently  adopted  legislation  and  policy  changes. 
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Figure  II-2.  Summary  of  Existing  Specific  Formula  Retail  Controls  Applicable  in  Individual  Zoning 
Districts  


Zoning  District 

Underlying  FR  Control 

Specific  Restriction 

Fillmore  Street  NCD 
(Upper  Fillmore) 

FR  reguires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Broadway  NCD 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Mission  Street  FR 
Restaurant  SUD 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Taraval  Street 
Restaurant  SUD 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Geary  Boulevard  FR 

Pet  Store  and 

Restaurant  SUD 

FR  permitted 

FR  Pet  Supply  Store  not  permitted;  Formula  Retail 

Restaurants  and  Limited  Restaurants  not  permitted 

Taraval  Street  NCD 

FR  requires  a CU 

Trade  Shops  are  subject  to  FR  controls 

Noriega  Street  NCD 

FR  requires  a CU 

Trade  Shops  are  subject  to  FR  controls 

Irving  Street  NCD 

FR  requires  a CU 

Trade  Shops  are  subject  to  FR  controls 

WSoMa  Mixed-Use 

Office  District  (WMUO) 

FR  requires  a CU 

FR  not  permitted  if  use  is  over  25,000  square  feet 

Service/Arts/Light 
Industrial  District  (SALI) 

FR  requires  a CU 

FR  not  permitted  if  use  is  over  25,000  square  feet 

Upper  Market  NCT 

FR  requires  a CU 

CU  required  for  Limited  Financial  Services  and  Business  or 
Professional  Services  (18-month  interim  control) 

Central  Market  Area 

FR  permitted 

CU  required  for  FR  fronting  on  Market  Street  between  Sixth 
Street  and  Van  Ness  Avenue  (18-month  interim  control) 

Bayshore  Boulevard 
Home  Improvement 

SUD 

FR  permitted 

FR  over  10,000  square  feet  requires  CU 

Third  Street  Formula 
Retail  RUD 

Mixed  zoning:  in  some 
zoning  districts  within  this 
SUD  FR  requires  CU  and 
in  some  districts  FR  is 
permitted 

Any  new  FR  requires  CU 

Potrero  Center  Mixed- 
Use  SUD 

FR  requires  a CU 

Relieves  FR  requirements  for  parcels  which  would  otherwise 
require  a CU 

This  table  summarizes  the  specific  formula  retail  controls  applicable  in  certain  zoning  districts,  as  shown  in  Figure  11-1. 
Acronyms: 

FR:  Formula  retail 
CU;  Conditional  use  authorization 
NCD:  Neighborhood  Commercial  District 
NCT:  Neighborhood  Commerciai  Transit  District 
SUD:  Special  Use  District 
RUD:  Restricted  Use  District 
Source:  City  and  County  of  San  Francisco,  2013. 
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Figure  II-3.  Recently  Proposed  or  Adopted  Location-Specific  Changes  to  San  Francisco ’s  Formula  Retail 
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Figure  II-4.  Summary  of  Recently  Proposed  or  Adopted  Changes  to  San  Francisco ’s  Formula  Retail 
Controls 


Map 

Key  (a) 

Legislative  or  Policy  Change 

Type  of 
Action 

Status 

1 

Modification  to  the  definition  of  formula  retail  in  the  Upper 
Fillmore  Neighborhood  Commercial  District  (NCD)  to  include 
retail  with  1 1 or  more  establishments  anywhere  in  the  world,  and 
establishments  where  50%  or  more  of  stock,  shares,  etc.  are  owned 
by  a formula  retail  use. 

BOS 

Ordinance 

(Farrell) 

Pending 

committee 

action 

2 

Establishment  of  the  Fillmore  Street  Neighborhood  Commercial 
District  (NCD)  between  Bush  and  McAllister  Streets.  The  proposal 
seeks  to  weight  the  community  voice  over  other  considerations, 
generally  weight  the  hearing  toward  disapproval,  legislate  a 
requirement  for  pre-application  meeting  (which  is  already  Planning 
Commission  policy),  and  codify  criteria  for  approval  related  to  the 
concentration  of  existing  formula  retail. 

BOS 

Ordinance 

(Breed) 

Referred  to 

Planning 

Department; 

Planning 

Commission 

recommended 

further  study 

3 

Establishment  of  the  Divisadero  Street  Neighborhood 

Commercial  District  (NCD)  between  Haight  and  O’Farrell  Streets. 

The  proposal  seeks  to  weight  the  community  voice  over  other 
considerations,  generally  weight  the  hearing  toward  disapproval, 
legislate  a requirement  for  pre-application  meeting  (which  is  already 
Planning  Commission  policy),  and  codify  criteria  for  approval  related 
to  the  concentration  of  existing  formula  retail. 

BOS 

Ordinance 

(Breed) 

Referred  to 

Planning 

Department; 

Planning 

Commission 

recommended 

further  study 

4 

Establishment  of  18-month  interim  controls  on  Market  Street 
between  Sixth  Street  and  Van  Ness  Avenue  (the  Central  Market 
area).  A conditional  use  authorization  is  required  for  any  formula 
retail  fronting  on  Market  Street  in  this  area. 

BOS 

Ordinance 

(Kim) 

Enacted; 

expires 

February  2015 

Referred  to 

5 

Modification  of  the  definition  of  formula  retail  in  the  Hayes- 
Gough  Neighborhood  Commercial  Transit  District  (NCT)  to 
include  retail  with  1 1 or  more  establishments  anywhere  in  the  world, 
and  establishments  where  50%  or  more  of  stock,  shares,  etc.  are 
owned  by  a formula  retail  use. 

BOS 

Ordinance 

(Breed) 

Planning 

Department; 

Planning 

Commission 

recommended 

further  study 

6 

Modification  of  zoning  controls  in  the  Third  Street  Formula 

Retail  Restricted  Use  District  (RUD)  and  expansion  of 
applicability  of  formula  retail  controls  citywide.  This  mixed-use 
district  had  some  parcels  where  CU  was  not  required  for  formula 
retail.  Now  all  parcels  in  this  RUD  require  CU  for  the  establishment  of 
CU.  Certain  changes  to  existing  entitled  formula  retail  locations 
citywide  now  trigger  the  need  for  a new  CU  hearing. 

BOS 

Ordinance 

(Cohen) 

Enacted 

7 

Creation  of  the  Fulton  Grocery  Special  Use  District  (SUD).  The 
Planning  Commission  recently  recommended  this  SUD,  which  would 
create  an  exception  to  the  current  prohibition  on  formula  retail  in  the 
Hayes  Gough  NCT  so  as  to  allow  the  Commission  to  consider  a 
formula  retail  grocer  by  CU. 

BOS 

Ordinance 

(Breed) 

Pending 
committee 
action  on 
formula  retail 
change 

Expansion  of  the  citywide  definition  of  formula  retail  to  include 
businesses  that  have  1 1 or  more  outlets  worldwide,  and  to  include 
businesses  that  are  at  least  50%  owned  by  a formula  retail  business; 

N/A 

expands  application  to  other  types  of  retail  uses  (e.g.,  “Adult 
Entertainment,”  “Automobile  Service  Station,”  “Hotel,  Tourist,” 

“Tobacco  Paraphernalia  Establishment");  requires  the  Planning 
Commission  to  consider  economic  impact  on  other  businesses  in  the 
area  as  part  of  the  CU  process;  expands  noticing  procedures  for 
formula  retail  applications. 

BOS 

Ordinance 

(Mar) 

Pending 

committee 

action 
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Map 

Key  (a) 

Legislative  or  Policy  Change 

Type  of 
Action 

Status 

N/A 

Creation  of  the  first  quantitative  basis  for  evaluating 
concentration  of  formula  retail  in  the  Upper  Market 

Neighborhood  Commercial  District  and  Neighborhood 
Commercial  Transit  District.  Planning  Department  staff  will 
recommend  disapproval  of  any  project  that  brings  the  concentration 
of  formula  retail  within  300  feet  of  the  subject  property  to  20%  or 
greater  of  total  linear  store  frontage. 

Planning 

Commission 

Policy 

Adopted 

N/A 

Board  of  Appeals  ruling.  Established  that  if  a company  has  signed 
a lease  for  a location  (even  if  the  location  is  not  yet  occupied),  the 
lease  counts  toward  the  1 1 establishments  needed  to  be  considered 
formula  retail. 

Board  of 
Appeals 
ruling 

N/A 

Amendment  of  the  San  Francisco  Public  Works  code  to  restrict 
food  trucks  that  are  associated  with  formula  retail 
establishments.  For  this  restriction,  the  formula  retail  definition 
includes  "affiliates"  of  formula  retail  restaurants,  which  includes  an 
entity  that  is  owned  by  or  has  a financial  or  contractual  agreement 
with  a formula  retail  use. 

BOS 

Ordinance 

(Wiener) 

Passed 

(a)  See  Figure  11-3. 

Acronyms; 

BOS:  Board  of  Supervisors 
CU:  Conditional  use  authorization 
N/A:  Not  applicable 

Source:  City  and  County  of  San  Francisco,  2013. 
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Formula  Retail  Conditional  Use  Applications 

San  Francisco’s  formula  retail  CU  process  is  intended  to  allow  the  Planning  Commission  to  determine 
whether  each  formula  retail  applicant  is  necessary,  desirable,  and  consistent  with  the  general  character  of 
the  neighborhood.  This  discretionary  determination  is  informed  by  public  comment  generated  by  required 
neighborhood  notifications.  Each  formula  retail  applicant  in  neighborhoods  with  controls  in  place  must 
prove  to  the  Commission  that  the  specific  business  will  improve  the  neighborhood.  In  making  this 
determination,  the  Commission  is  required  to  consider  the  following  five  criteria; 

1 . The  existing  concentrations  of  formula  retail  uses  within  the  district. 

2.  The  availability  of  other,  similar  retail  uses  within  the  district. 

3.  The  compatibility  of  the  proposed  formula  retail  use  with  the  existing  architectural  and  aesthetic 
character  of  the  district. 

4.  The  existing  retail  vacancy  rates  within  the  district. 

5.  The  existing  mix  of  citywide-serving  retail  uses  and  neighborhood-serving  retail  uses  within  the 
district. 


The  Planning  Department  has  received  approximately  100  formula  retail  conditional  use  applications 
since  the  formula  retail  regulations  went  into  effect.  Figure  II-5  shows  formula  retail  CU  applications  by 
year  filed  and  action  taken.  Figure  II-6  provides  a map  of  formula  retail  CU  applications  by  status.  Key 
findings  are  as  follows. 


Figure  II-5. Formula  Retail  Conditional  Use  Applications  by  Year  Application  Was  Filed  and  Action 
Taken,  2004-January  2014 
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Sources:  City  and  County  of  San  Francisco,  2013;  Strategic  Economics,  2014. 


Conditional  use  activity  has  varied  significantly  over  time,  following  broader  economic  trends.  In 
2007,  the  first  year  that  CU  authorizations  were  required  for  formula  retail  in  most  neighborhoods,  19 
formula  retail  CU  applications  were  filed  with  the  Planning  Department  (Figure  11-5).  During  the 
nationwide  recession  between  2008  and  2010,  formula  retail  CU  applications  fell  to  between  8 and  12  a 
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year.  As  the  economy  has  recovered,  so  have  the  number  of  formula  retail  CU  applications.  In  2013,  the 
Planning  Department  received  20  applications,  an  all-time  high.  Six  of  these  (30  percent)  have  not  yet 
been  resolved. 

Excluding  pending  applications,  75  percent  of  all  formula  retail  CU  applications  have  been 
approved.  However,  the  approval  rate  varies  from  year  to  year.  As  shown  in  Figure  II-5,  fewer  than  half 
of  formula  retail  CU  applications  that  were  submitted  in  2007  were  eventually  approved.  Since  then,  75 
percent  or  more  of  applications  have  been  approved  every  year.  Although  the  number  of  CU  applications 
appears  to  correlate  with  broader  economic  conditions,  the  approval  rate  does  not. 

The  general  decline  in  applications  and  higher  approval  rate  since  2007  may  reflect  self-selection  on 
the  part  of  formula  retailers.  The  decline  in  applications  and  increase  in  approval  rates  suggests  that 
formula  retailers  have  become  more  selective  in  submitting  CU  applications  since  the  controls  first  went 
into  effect  in  most  neighborhoods.  According  to  real  estate  brokers,  many  formula  retailers  will  not 
propose  a new  location  in  San  Francisco’s  neighborhood  commercial  districts  unless  they  feel  at  least 
somewhat  confident  that  their  CU  application  is  likely  to  be  approved.  Some  formula  retailers  are 
reportedly  unwilling  to  consider  locations  in  San  Francisco’s  neighborhood  commercial  districts  at  all.  To 
the  extent  that  the  formula  retail  CU  process  discourages  formula  retailers  from  considering  locations  in 
districts  with  controls,  the  CU  application  and  approval  rates  may  underrepresent  the  impact  of  the 
controls  in  reducing  the  prevalence  of  formula  retail. 
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Figure  II-6.  Formula  Retail  Conditional  Use  Applications  Received  between  2004  and  January  2014,  by  Action  Taken 


Formula  Retail  Phase  II  Report 


April  10,  2014 


DRAFT 


III.  SAN  FRANCISCO’S  FORMULA  RETAIL:  HOW  MUCH  IS 
THERE  AND  WHERE  IS  IT  LOCATED? 


Using  data  purchased  by  the  City  and  County  of  San  Francisco  from  Dun  & Bradstreet  (D&B),  a 
commercial  vendor,  Strategic  Economics  identified,  mapped,  and  analyzed  existing  retailers  that  would 
most  likely  be  considered  “formula  retail”  if  the  businesses  were  to  propose  a new  location  in  San 
Francisco  today.^^  (As  described  in  Chapter  II,  the  City’s  formula  retail  controls  apply  only  to  applicants 
seeking  to  establish  a new  retail  location  in  certain  districts,  not  to  existing  outlets.) 

This  chapter  describes  key  findings  from  this  analysis,  which  provided  a broad  look  at  the  prevalence  of 
formula  and  independent  retail  in  San  Francisco  by  type,  and  the  spatial  distribution  of  formula  and 
independent  retail  by  zoning  control  and  subarea  within  the  city.  The  chapter  also  evaluates  formula  retail 
conditional  use  applications  by  geographic  subarea.  The  analysis  presented  in  this  chapter  was  intended  to 
answer  questions  such  as: 

• How  much  formula  retail  does  San  Francisco  already  have,  and  of  what  type? 

• How  does  the  concentration  of  formula  retail  vary  across  San  Francisco?  Understanding  the 
existing  concentration  of  formula  retail  in  different  parts  of  the  city  may  provide  some  baseline 
for  making  future  decisions  about  appropriate  concentration  levels.^"* 

• Is  formula  retail  less  prevalent  in  neighborhood  commercial  districts  and  other  zoning  districts 
where  formula  retail  controls  are  in  place? 

• In  addition  to  the  controls,  what  other  factors  might  contribute  to  the  spatial  distribution  of 
formula  retail?  For  example,  how  does  the  prevalence  of  formula  retail  correspond  with 
population  and  employment  density,  resident  incomes,  visitor  traffic,  regional  access,  and  other 
factors  that  retailers  typically  consider  in  determining  where  to  locate? 

• Which  parts  of  the  city  have  attracted  the  most  formula  retail  conditional  use  applications,  and 
how  do  formula  retail  CU  approval  rates  vary  within  the  city? 

Information  presented  in  subsequent  chapters  is  also  relevant  to  many  of  these  questions.  Chapter  IV 
provides  a more  in-depth  look  at  other  characteristics  of  San  Francisco’s  existing  formula  retail 
establishments,  including  square  footage,  headquarters  location,  and  the  number  of  outlets  in  formula 
retail  chains.  Chapter  VIII  provides  three  case  studies  that  explore  in  more  detail  the  functions  that 
formula  retail  establishments  play  in  different  neighborhood  commercial  districts,  including  formula 
retail’s  role  in  serving  the  daily  needs  of  residents’  as  opposed  to  regional  shoppers,  and  the  extent  to 
which  formula  retail  adds  or  detracts  from  aesthetic  character  and  economic  vibrancy. 

Prevalence  of  Formula  Retail  in  San  Francisco 

Key  findings  from  the  citywide  analysis  are  described  below. 

There  are  approximately  1,250  formula  retail  establishments  in  San  Francisco,  accounting  for  12 
percent  of  all  retailers.  These  are  retail  establishments  that,  if  they  were  to  propose  a new  location  in  San 
Francisco  today,  would  most  likely  be  considered  formula  retailers.  Formula  retail  occupies  an  estimated 


Appendix  A provides  a complete  description  of  the  methodology  used  to  conduct  the  analysis  and  limitations 
associated  with  the  data. 

The  existing  concentration  of  formula  retail  uses  within  a district  is  one  of  the  criteria  that  the  Planning  Commission 
is  required  to  consider  in  hearing  a request  for  a formula  retail  CU  authorization,  but  concentration  levels  have  been 
interpreted  differently  in  different  places.  The  Planning  Commission  recently  created  the  first  quantitative  measure  of 
formula  retail  concentration  in  Upper  Market,  and  some  of  the  legislation  before  the  Board  of  Supervisors  would 
codify  a quantitative  measure  of  concentration. 
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11.2  million  square  feet  of  building  area,  accounting  for  31  percent  of  San  Francisco’s  retail  square 
footage.  Figure  III-l  shows  the  total  number  of  formula  and  independent  retail  establishments  and  square 
feet  by  use  type. 

In  contrast,  32  percent  of  all  retail  establishments  in  the  U.S.  are  associated  with  firms  that  include 
10  or  more  outlets.^^  This  national  average  is  calculated  from  the  2007  Economic  Census,  and  does  not 
exactly  match  San  Francisco’s  definition  of  formula  retail  or  the  methodology  used  to  identify  formula 
retail  in  this  analysis.  Despite  these  caveats,  however,  formula  retail  appears  to  be  significantly  less 
prevalent  in  San  Francisco  when  compared  to  the  national  average. 

Stores  account  for  the  majority  of  San  Francisco’s  formula  retail,  followed  by  restaurants,  bars, 
and  cafes.  Nearly  60  percent  of  the  city’s  formula  retail  establishments  are  stores,  defined  as 
establishments  that  sell  goods  to  the  public  (e.g.,  groceries,  auto  parts,  pet  supplies,  jewelry,  etc.). 
Twenty -three  percent  are  restaurants,  bars,  or  cafes,  and  18  percent  are  banks,  credit  unions,  or  savings 
and  loans  (Figure  III-l).  The  remaining  two  percent  are  retail  services,  a category  that  includes  copy 
centers,  pet  care  (excluding  veterinary)  services,  laundromats,  and  dry  cleaners.  In  comparison,  69  percent 
of  San  Francisco’s  independent  retail  establishments  are  stores,  25  percent  are  restaurants,  6 percent  are 
retail  services,  and  less  than  1 percent  are  financial  services.  The  distribution  of  formula  and  independent 
uses  is  similar  on  a square  footage  basis. 

Banks,  credit  unions,  and  savings  and  loans  make  up  less  than  20  percent  of  the  city’s  total  formula 
retail  establishments,  but  more  than  80  percent  of  all  banking  establishments  are  formula  retailers. 
There  are  approximately  260  retail  banks,  credits  unions,  and  savings  and  loans  in  San  Francisco,  of 
which  220  are  formula  retail  (Figure  III-l). 


Figure  III-l.  Formula  and  Independent  Retail  by  Use  Type:  Number  of  Establishments  and  Square  Feet 


Use  Type 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Independent 

Retail 

% of  Total 
Independent 
Retail 

Formula 
Retail  as  a 
% of  All 
Retail 

Number  of  Establishments 

Stores 

720 

58% 

6,500 

69% 

10% 

Restaurants  & Bars 

280 

23% 

2,350 

25% 

11% 

Retail  Services 

30 

2% 

590 

6% 

4% 

Banks,  Credit  Unions,  S&L 

220 

18% 

40 

0% 

84% 

Total 

1,250 

100% 

9,480 

100% 

12% 

Square  Feet 

Stores 

6,880,200 

61% 

15,320,700 

63% 

31% 

Restaurants  & Bars 

1,911,600 

17% 

7,428,200 

30% 

20% 

Retail  Services 

230,600 

2% 

1,436,900 

6% 

14% 

Banks,  Credit  Unions,  S&L 

2,179,800 

19% 

189,000 

1% 

92% 

Total 

11,202,100 

100% 

24,374,800 

100% 

31% 

Acronyms: 

S&L:  Savings  and  loans 
Columns  may  not  add  due  to  rounding. 


U.S.  Census  Bureau,  “Table  EC0744SSSZ3:  Retail  Trade:  Subject  Series  - Estab  and  Firm  Size:  Summary 
Statistics  for  Single  Unit  and  Multiunit  Firms  for  the  United  States:  2007,"  2007  Economic  Census.  Includes  all  retail 
trade  establishments  (NAICS  codes  44-45). 
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Sources;  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


The  most  common  types  of  formula  retail  stores  in  San  Francisco  include  apparel  and  accessories 
stores,  pharmacies,  specialized  retail  stores,  other  health  and  personal  care  stores,  electronics  and 
appliance  stores,  and  supermarkets  and  other  grocery  stores.  Figure  III-2  shows  the  most  common 
types  of  formula  and  independent  retail  stores  (i.e.,  businesses  that  sell  goods  to  the  public)  in  San 
Francisco,  by  number  of  establishments  and  square  feet.  “Specialized  retail  stores”  include  produce,  auto 
parts,  pet  supply,  office  supply,  and  gift  stores;  the  “other  health  and  personal  care”  category  includes 
cosmetic  and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores.  Note  that  while  these  are 
the  most  common  types  of  formula  retail  stores,  there  are  many  more  independent  retailers  than  formula 
retailers  of  each  type.  For  example,  the  240  apparel  and  accessory  formula  retail  stores  account  for  just  15 
percent  of  all  apparel  and  accessory  retailers  in  the  city.  Formula  retail  accounts  for  the  highest 
percentage  of  stores  in  the  pharmacy  and  drug  store  (49  percent),  other  health  and  personal  care  store  (20 
percent),  apparel  and  accessories  (15  percent),  and  electronics  and  appliance  (15  percent)  categories. 

The  most  common  types  of  independent  stores  are  specialized  retail  stores;  apparel  and  accessories  stores; 
supermarkets  and  other  grocery  stores;  sporting  goods,  hobby,  books,  and  music  stores;  and  furniture  and 
home  ftimishings  stores. 


Figure  III-2.  Most  Common  Types  of  Formula  and  Independent  Retail  Stores  in  San  Francisco 


Most  Common  Types  of  Formula  Retail 

Stores 

Number  of 
Stores 

% of  All 
Stores  in 
Category 

Square 

Feet 

% of  All 
Square 
Feet  in 
Category 

1 

Apparel  & Accessories 

240 

15% 

2,150,400 

41% 

2 

Pharmacies  & Drug  Stores 

90 

49% 

937,600 

81% 

3 

Other  Specialized  Retail  Stores 

70 

4% 

666,100 

15% 

4 

Other  Health  & Personal  Care  Stores 

60 

20% 

375,400 

39% 

5 

Electronics  & Appliances 

60 

15% 

459,300 

37% 

6 

Supermarkets  & Other  Grocery  Stores 

50 

7% 

745,800 

29% 

7 

Furniture  & Home  Furnishings 

30 

7% 

626,500 

35% 

8 

Other  Food  Stores 

30 

8% 

145,600 

16% 

9 

Convenience  & Liquor  Stores 

30 

10% 

76,900 

13% 

10 

Building  Materials  & Garden  Supplies 

30 

9% 

146,100 

16% 

% of  All 

% of  All 

Square 

Most  Common  Types  of  Independent  Retail 

Number  of 

Stores  in 

Square 

Feet  in 

Stores 

Stores 

Category 

Feet 

Category 

1 

Other  Specialized  Retail  Stores 

1,700 

96% 

3,819,200 

85% 

2 

Apparel  & Accessories 

1,410 

85% 

3,037,300 

59% 

3 

Supermarkets  & Other  Grocery  Stores 

710 

93% 

1,793,300 

71% 

4 

Sporting  Goods,  Hobby,  Book,  Music 

680 

97% 

1,623,300 

92% 

5 

Furniture  & Home  Furnishings 

430 

93% 

1,176,100 

65% 

6 

Other  Food  Stores 

340 

92% 

768,400 

84% 

7 

Electronics  & Appliances 

310 

85% 

793,600 

63% 

8 

Building  Materials  & Garden  Supplies 

270 

91% 

770,000 

84% 

9 

Other  Health  & Personal  Care  Stores 

260 

80% 

598,200 

61% 

10 

Convenience  & Liquor  Stores 

250 

90% 

530,700 

87% 

"Other  health  and  personal  care  stores"  include  cosmetic  and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores. 
Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Within  the  broad  categories  of  business  establishments,  there  is  significant  variation  in  the 
prevalence  of  formula  retail.  For  example,  Figure  III-3  shows  formula  retail  establishments  as  a percent 
of  all  retail  establishments  for  coffee  shops,  pharmacies,  and  grocery  stores.  While  11  percent  of  all 
restaurants  are  formula  retail,  49  percent  of  all  coffee  shops  are  formula  retail.  For  supermarkets  and 
pharmacies,  the  prevalence  of  formula  retail  varies  significantly  by  size  of  establishment.  The  vast 
majority  of  pharmacies  over  3,000  square  feet  and  supermarkets  over  10,000  square  feet  are  formula 
retailers,  while  smaller  establishments  are  much  more  likely  to  be  independent  retailers. 


Figure  II1-3.  Formula  Retail  as  a Percent  of  All  Retail  in  Category:  Coffee  Shops,  Pharmacies,  and 
Grocery  Stores 


1 

% 

*3 

1 


(<1 0,000  sq.  ft.)  (>1 0,000  sq.  ft.) 


Acronyms: 
sq.  ft.:  Square  feet 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics.  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


The  Spatial  Distribution  of  Formula  Retail 

The  prevalence  of  formula  retail  varies  significantly  not  only  by  type  of  use,  but  also  by  location  within 
the  city.  In  general,  retail  establishments  - whether  formula  or  independent  - tend  to  cluster  in 
concentrated  nodes  with  high  customer  traffic,  good  visibility,  and  easy  vehicle  and  pedestrian  access.  A 
concentration  of  retail  activity  creates  a destination  that  offers  variety  and  selection,  attracting  more 
shoppers.  In  addition  to  providing  critical  mass,  successful  shopping  districts  are  often  anchored  by  a 
large,  name-brand  retailer  (such  as  a grocery  store,  major  pharmacy,  or  department  store)  that  drives 
business  to  smaller  retailers  in  the  same  district.  A cluster  of  similar  businesses,  such  as  restaurants  or 
clothing  boutiques,  can  also  act  as  an  anchor.  In  addition  to  the  characteristics  of  the  shopping  district, 
retailers  also  typically  consider  neighborhood  population  and  employment  density,  resident  incomes, 
other  demographic  characteristics,  and  visitor  traffic  in  selecting  their  locations. 

This  section  explores  the  spatial  distribution  of  formula  retail  in  order  to  understand  how  the 
concentration  of  retail  - and  specifically  formula  retail  - varies  across  San  Francisco  in  relation  to  factors 
such  as  the  presence  of  formula  retail  controls  and  demographic  and  employment  characteristics.  Because 
San  Francisco  has  over  100  separate  zoning  districts  and  dozens  of  distinct  neighborhoods  - including 
approximately  two  dozen  named  neighborhood  commercial  districts  (NCDs)  and  neighborhood 
commercial  transit  districts  (NCTs)  - it  was  not  possible  to  study  the  concentration  of  formula  retail  for 
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each  potentially  relevant  geographic  area.  Instead,  Strategic  Economics  worked  with  City  staff  to  identify 
four  zoning  district  categories  based  on  where  formula  retail  is  subject  to  controls  and  the  predominant 
types  of  use  allowed  (commercial/mixed-use,  residential,  or  industrial),  and  nine  geographic  subareas  that 
broadly  reflect  the  mix  of  zoning  districts,  existing  land  use  characteristics,  market  conditions,  and 
demographic  characteristics  in  different  parts  of  San  Francisco. 

The  methodology  and  key  findings  from  the  zoning  district  and  geographic  subarea  analyses  are  described 
below. 

Formula  and  Independent  Retail  bv  Zoning  District  Category 

Figure  III-4  shows  formula  and  independent  retail  - including  number  of  establishments  and  total  square 
feet  - by  zoning  district  category.  The  four  zoning  district  categories  are: 

• Commercial/mixed-use  (MU)  zoning  districts  with  formula  retail  controls:  Includes  all  of  the 
City’s  NCDs,  as  well  as  other  predominantly  commercial  or  mixed-use  districts  where  formula 
retail  either  is  not  permitted  or  requires  a conditional  use  authorization.^’ 

• Commercial/MU  zoning  districts  with  no  formula  retail  controls:  Includes  the  City’s  community 
business  (C-2)  and  downtown  commercial  (C-3)  districts,  as  well  as  other  predominantly 
commercial  or  mixed-use  districts  where  formula  retail  is  permitted  without  conditional  use 
authorization.’*  Generally,  this  category  includes  most  of  the  Financial  District  and  the 
waterfront,  as  well  as  Stonestown  Galleria,  Park  Merced,  Mission  Bay,  and  Hunters  Point. 

• Industrial  zoning  districts  with  no  formula  retail  controls:  Includes  the  heavy  commercial  (C-M), 
light  industrial  (M-1),  and  heavy  industrial  (M-2)  districts,  as  well  as  all  production,  distribution, 
and  repair  (PDR)  districts.’^  Formula  retail  is  permitted  without  a conditional  use  authorization  in 
these  districts. 

• Residential  zoning  districts  with  formula  retail  controls:  Includes  the  City’s  predominantly 
residential  districts.*®  Formula  retail  is  not  pennitted  in  these  districts. 

Key  findings  from  the  zoning  district  analysis  are  described  below. 

In  commercial/mixed-use  zoning  districts,  formula  retail  is  much  less  concentrated  in  districts  that 
have  controls  in  place  than  in  districts  that  do  not.  Formula  retailers  account  for  10  percent  of  the 
retail  establishments  and  24  percent  of  the  retail  square  feet  in  commercial/MU  districts  with  controls  in 
place.  In  comparison,  25  percent  of  the  retail  establishments  and  53  percent  of  the  retail  square  feet  in 
commercial/MU  districts  without  controls  are  formula  retail  (Figure  III-4). 

Likewise,  commercial/mixed-use  zoning  districts  with  controls  in  place  have  many  more 
independent  retailers  than  districts  without  controls.  As  shown  in  Figure  III-4,  commercial/MU 
districts  with  formula  retail  controls  have  approximately  the  same  number  of  formula  retailers  (about  600) 
as  commercial/MU  districts  with  no  controls.  However,  the  former  districts  have  many  more  independent 

An  early  version  of  the  geographic  subarea  analysis  used  the  City’s  eleven  Supervisorial  Districts  as  the  basis  for 
analysis,  to  reflect  the  nature  of  the  legislative  proposals  related  to  formula  retail.  However,  feedback  from  the 
stakeholder  focus  groups  indicated  that  the  Supervisorial  Districts  were  not  the  most  relevant  unit  of  analysis,  so  the 
subareas  were  revised  to  better  reflect  the  city’s  neighborhoods  and  retail  market  conditions. 

In  addition  to  all  NCDs,  this  category  includes  the  following  districts:  CCB,  CRNC,  CVR,  MUG,  RC-3,  RC-4,  RCD, 
RED-MX,  SALI,  UMU,  WMUG,  WMUO,  the  Japantown  SUD,  the  Western  SoMa  SUD,  and  the  Bayshore  Boulevard 
Home  Improvement  SUD. 

In  addition  to  all  C-2  and  C-3  districts,  this  category  includes  the  Hunters  Point,  Mission  Bay,  and  Park  Merced 
districts  as  well  as  MUO,  MUR,  RH  DTR,  RSD,  SB-DTR,  SLI,  SPD,  SSO,  TB  DTR,  and  UMU. 

With  the  exception  of  that  part  of  the  PDR-2  district  that  falls  within  the  Bayshore  Boulevard  Improvement  SUD. 
Includes  RH-1,  RH-2,  RH-3,  RM-1,  RM-2,  RM-3,  RM-4,  RTO,  RED,  and  RTO-M  districts. 
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retailers  (5,240  establishments,  occupying  an  estimated  13.5  million  square  feet)  compared  to  the  districts 
without  controls  (1,880  establishments,  or  5.4  million  square  feet).  As  a result,  formula  retailers  account 
for  a much  lower  percentage  of  retail  establishments  in  commercial/MU  districts  with  controls  than  in 
those  districts  without  controls. 

There  are  very  few  formula  retail  establishments  in  industrial  and  residential  zoning  districts. 

Formula  retail  accounts  for  only  six  percent  of  all  retail  establishments  in  industrial  zoning  districts  and 
two  percent  of  all  retail  establishments  in  residential  zoning  districts  (Figure  III-4). 

The  relatively  low  concentration  of  formula  retail  in  zoning  districts  with  controls  may  reflect  the 
influence  of  the  City’s  formula  retail  controls,  as  well  as  other  factors.  Other  factors  that  could  affect 
the  concentration  of  formula  retail  in  different  zoning  districts  include  the  prevalence  of  formula  retail 
before  the  controls  went  into  effect  and  the  different  retail  markets  that  various  commercial  districts  serve. 


Figure  III-4.  Formula  and  Independent  Retail  by  Zoning  District:  Number  of  Establishments  and  Square 
Feet  


Zoning  District  Categories 

Formula 

Retail 

%of 

Total 

Formula 

Retail 

Independent 

Retail 

% of  Total 
Independent 
Retail 

Formula 
Retail  as 
a % of  All 
Retail 

Number  of  Establishments 

Commercial/MU  With  FR  Controls 

570 

46% 

5,240 

55% 

10% 

Commercial/MU  No  FR  Controls 

620 

49% 

1,880 

20% 

25% 

Industrial  No  FR  Controls 

20 

2% 

370 

4% 

6% 

Residential  With  FR  Controls 

40 

3% 

1,980 

21% 

2% 

Total  (All  Districts) 

1,250 

100% 

9,470 

100% 

12% 

Square  Feet 

Commercial/MU  With  FR  Controls 

4,243,600 

38% 

13,458,700 

55% 

24% 

Commercial/MU  No  FR  Controls 

6,076,200 

54% 

5,395,400 

22% 

53% 

Industrial  No  FR  Controls 

190,900 

2% 

1,267,300 

5% 

13% 

Residential  With  FR  Controls 

691,500 

6% 

4,253,300 

17% 

14% 

Total  (All  Districts) 

11,202,100 

100% 

24,374,900 

100% 

31% 

Acronyms: 

MU:  Mixed-use 
FR:  Formula  retail 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Formula  and  Independent  Retail  bv  Geographic  Subarea 

Figure  III-5  shows  the  geographic  subareas  that  were  defined  for  the  purposes  of  this  analysis.  The 
subareas  were  intended  to  generally  reflect  the  mix  of  zoning  districts,  existing  land  use  characteristics, 
market  conditions,  and  demographic  characteristics  in  different  parts  of  the  city,  and  do  not  reflect 
specific  Planning  Department  boundaries  or  other  City  policy. 

The  subarea  analysis  is  based  on  a series  of  maps,  tables,  and  charts  that  illustrate  the  following  factors; 

• Number  of  retail  establishments  per  1,000  residents  (Figure  II1-6). 

• Prevalence  of  formula  and  independent  retail  by  geographic  subarea  (Figure  111-7)  and  zoning 
district  category  (Figure  III-8). 

• Concentration  of  formula  retail,  measured  as  formula  retail  establishments  as  a percentage  of  total 
retail  establishments  per  square  mile  (Figure  III-9). 

• Formula  retail  conditional  use  applications  by  geographic  subarea  (Figure  III- 10). 

• Spatial  distribution  of  selected  retail  types  - grocery  stores,  restaurants  and  bars,  and  apparel  and 
accessories  stores  - that  exemplify  different  retail  location  patterns  (Figures  III-ll,  111-12,  and 
III- 13). 

This  section  also  incorporates  information  on  population  and  employment  density,  resident  incomes,  and 
visitor  traffic  (as  indicated  by  density  of  hotels).^^  Appendix  D provides  the  complete  set  of  demographic 
and  employment  maps  and  tables  prepared  for  this  analysis,  along  with  maps  of  total  existing  retail 
establishments  (formula  and  independent)  per  square  mile  and  formula  retail  establishments  per  square 
mile.  In  addition  to  this  data  analysis,  the  section  also  incorporates  qualitative  findings  drawn  from 
discussions  with  stakeholders  and  Strategic  Economics’  understanding  of  the  San  Francisco  retail  market. 

Key  findings  are  described  below  in  three  sub-sections  that  respectively  discuss  the  concentration  of  retail 
and  prevalence  of  formula  retail  by  subarea,  formula  retail  conditional  use  authorizations  by  subarea,  and 
the  special  distribution  of  selected  retail  types. 


Treasure  Island  was  excluded  from  the  subarea  analysis  because  there  are  no  formula  retail  establishments  on  the 
island. 

The  case  studies  in  Chapter  VIII  explore  a wider  range  of  demographic  factors  in  more  detail. 
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Figure  III-5.  Geographic  Subareas 


V 

- 

%iiLi 


strategic  Economics,  2014. 

Data:  City  and  County  of  San  Francisco,  2013. 


Concentration  of  Retail  and  Prevalence  of  Formula  Retail  by  Geographic  Subarea 
The  following  findings  discuss  the  concentration  of  retail  and  prevalence  of  fonnula  retail  by  subarea,  in 
relation  to  factors  such  as  population  and  employment  density,  resident  income,  visitor  traffic,  and  the 
presence  of  formula  retail  controls.  These  demographic  and  neighborhood  characteristics  are  factors  that 
retailers  often  consider  in  selecting  locations,  and  therefore  help  explain  why  formula  retail  is  more 
concentrated  in  some  locations  than  in  others. 


Downtown  has  a large  total  amount  of  retail  and  a significantly  higher  concentration  of  formula 
retail  compared  to  the  other  subareas.  Downtown  has  an  average  of  48  total  retail  establishments  per 
1,000  residents  (Figure  III-6),  reflecting  the  many  non-resident  workers,^^  regional  shoppers,  and  tourists 
that  this  subarea  attracts  as  San  Francisco’s  central  business  district  and  a “regional  center  for  comparison 
shopper  retailing  and  direct  consumer  services.”^''  Consistent  with  the  City’s  vision  of  Downtown  as  a 
regional  shopping  destination,  larger  use  sizes  (up  to  90,000  square  feet  in  the  C-3  District)  are  permitted 
than  in  the  NCDs,  and  formula  retail  is  not  subject  to  controls  in  most  parts  of  the  subarea. 


67  percent  of  Downtown  workers  commute  in  from  outside  of  San  Francisco,  significantly  higher  than  the  citywide 
average  (59  percent  of  all  workers  employed  in  San  Francisco  live  outside  the  city). 

San  Francisco  Planning  Code,  Section  210.3.  C-3  Districts:  Downtown  Commercial. 
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Downtown  also  has  a particularly  high  concentration  of  formula  retail,  accounting  for  22  percent  of  all 
retail  establishments  - more  than  twice  the  percentage  in  any  other  subarea  (Figure  I1I-7).  In  keeping  with 
the  absence  of  formula  retail  controls  in  this  subarea,  90  percent  of  formula  retail  establishments  are 
located  in  commercial/MU  districts  with  no  controls  (Figure  I1I-8).  Within  Downtown,  formula  retail  is 
particularly  highly  concentrated  in  regional  shopping  and  entertainment  destinations  such  as  Union 
Square,  the  Westfield  Centre,  the  Financial  District,  and  the  waterfront  (Figure  111-9). 

Like  Downtown,  South  of  Market  (SoMa)  has  a relatively  large  amount  of  retail  compared  to  the 
subarea’s  population,  and  a high  share  of  formula  retail  establishments.  After  Downtown,  SoMa  has 
the  second  highest  ratio  of  retail  to  population,  at  23  retail  establishments  per  1,000  residents  (Figure  111- 
6).  The  significant  amount  of  retail  in  SoMa  may  reflect  residents'  high  incomes  (the  average  household 
income  in  SoMa  is  $139,890,  compared  to  the  citywide  average  of  $107,560).  SoMa  also  attracts  visitors 
to  attractions  such  as  AT&T  Park  and  the  Yerba  Buena  Center.  Formula  retail  accounts  for  12  percent  of 
all  retail  establishments  in  SoMa,  more  than  all  other  subareas  except  Downtown  and  the  Western 
Neighborhoods  (Figure  III-7).  In  addition  to  the  demographics  and  visitor  attractions,  formula  retailers 
may  also  be  drawn  to  parts  of  this  subarea  that  are  characterized  by  the  availability  of  large,  modem 
storefronts  with  off-street  parking  and  convenient  freeway  and  transit  access.  Most  of  the  commercial 
areas  in  SoMa  are  not  subject  to  formula  retail  controls,  and  some  of  the  controls  that  are  in  place  were 
implemented  as  recently  as  2013.  Slightly  more  than  half  (56  percent)  of  formula  retail  in  the  subarea  is 
located  in  zoning  districts  with  no  controls  (Figure  III-8). 

The  Northern  Neighborhoods  subarea  has  the  highest  total  number  of  retailers,  reflecting  this 
subarea’s  high  population  density,  high  household  incomes,  and  significant  visitor  traffic.  As  shown 
in  Figure  III-6,  the  Northern  Neighborhoods  have  the  most  total  retail  establishments  in  the  city  (2,250), 
or  21  retail  establishments  per  1,000  residents.  Retailers  are  likely  attracted  to  this  subarea’s  high 
population  density  (49  persons  per  acre,  compared  to  an  average  of  3 1 persons  per  acre  for  the  city  as  a 
whole),  high  average  household  income  ($124,150,  compared  to  $107,560  for  the  city  overall),  and 
significant  visitor  traffic  (the  Northern  Neighborhoods  have  the  second  highest  number  of  hotels  in  the 
city,  after  Downtown). 


Figure  III-6.  Total  Retail  Establishments  per  1,000  Residents 

Total  Retail 
Establishments 

Total 

Population 

Total  Retail 
Establishments  per 
1,000  Residents 

Downtown 

1,970 

41,009 

48 

Northern  Neighborhoods 

2,250 

106,816 

21 

Western  Neighborhoods 

1,730 

184,950 

9 

South  of  Market 

700 

30,026 

23 

Southern  Neighborhoods 

1,190 

199,097 

6 

Central  City 

930 

70,162 

13 

Mission/Potrero 

970 

56,381 

17 

Castro/Mid-Market 

470 

31,313 

15 

■ Twin  Peaks 

480 

58,680 

8 

Total 

10,730 

806,149 

13 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  U.S.  Census  Bureau,  2008-2012  American  Community  Survey;  Strategic  Economics,  2014. 
Based  on  Dun  & Bradstreet  business  data  that  have  not  been  independently  verified;  all  numbers  are  approximate. 
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Figure  III-7.  Formula  and  Independent  Retail  by  Geographic  Subarea:  Number  of  Establishments  and 


Square  Feet,  2012 


Subareas 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Independent 

Retail 

% of  Total 
Independent 
Retail 

Formula 
Retail  as  a % 
of  All  Retail 

Number  of  Establishments 

Downtown 

430 

34% 

1,540 

16% 

22% 

Northern  Neighborhoods 

220 

18% 

2,030 

21% 

10% 

Western  Neighborhoods 

210 

17% 

1,520 

16% 

12% 

South  of  Market 

80 

7% 

620 

7% 

12% 

Southern  Neighborhoods 

80 

6% 

1,110 

12% 

7% 

Central  City 

70 

6% 

860 

9% 

8% 

Mission/Potrero 

60 

5% 

910 

10% 

6% 

Castro/Mid-Market 

40 

3% 

430 

5% 

9% 

Twin  Peaks 

40 

3% 

440 

5% 

8% 

Total  (All  Subareas) 

1,250 

100% 

9,480 

100% 

12% 

Square  Feet 

Downtown 

4,409,300 

39% 

4,160,200 

17% 

51% 

Northern  Neighborhoods 

1,902,600 

17% 

5,160,500 

21% 

27% 

Western  Neighborhoods 

1,622,800 

14% 

3,633,200 

15% 

31% 

South  of  Market 

891,700 

8% 

1,873,400 

8% 

32% 

Southern  Neighborhoods 

639,500 

6% 

2,754,600 

11% 

19% 

Central  City 

525,300 

5% 

2,168,500 

9% 

20% 

Mission/Potrero 

497,300 

4% 

2,415,800 

10% 

17% 

Castro/Mid-Market 

373,600 

3% 

1,158,600 

5% 

24% 

Twin  Peaks 

326,900 

3% 

999,000 

4% 

25% 

Total  (All  Subareas) 

11,202,100 

100% 

24,374,800 

100% 

31% 

Columns  may  not  add  due  to  rounding. 

Sources;  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


While  the  Northern  Neighborhoods  subarea  has  a high  number  of  total  retail  establishments, 
formula  retail  accounts  for  a slightly  lower-than-average  percentage  of  all  retail  in  this  subarea. 
Formula  retail  accounts  for  10  percent  of  all  the  retail  establishments  in  the  Northern  Neighborhoods, 
slightly  lower  than  the  citywide  average  of  12  percent  (Figure  III-7).  However,  there  are  specific  locations 
within  the  Northern  Neighborhood  where  formula  retail  is  more  concentrated.  About  40  percent  of 
formula  retail  in  the  Northern  Neighborhoods  is  located  in  places  without  controls  (Figure  111-8),  mainly 
at  well-known,  waterfront  tourist  destinations  such  as  Ghirardelli  Square  and  Fisherman’s  Wharf  Certain 
neighborhood  commercial  districts  such  as  Lombard  Street,  Union  Street,  Polk  Street,  and  Upper  Fillmore 
also  have  slightly  above  average  concentrations  of  formula  retail  (Figure  1II-9).  These  NCDs  serve 
neighborhoods  with  particularly  high  population  densities  and  average  resident  incomes,  and  are  also 
increasingly  becoming  known  as  regional  shopping  destinations. 

The  Western  Neighborhoods  subarea  has  a relatively  high  share  of  formula  retail  establishments, 
concentrated  at  major  shopping  centers.  Although  the  Western  Neighborhoods  have  a lower-than- 
average  number  of  retailers  compared  to  the  subarea’s  overall  population  (9  retailers  per  1,000  residents, 
as  shown  in  Figure  III-6),  approximately  12  percent  of  retailers  in  the  subarea  are  formula  - the  city  wide 
average,  but  a higher  share  than  in  most  other  subareas.  Within  the  Western  Neighborhoods,  formula 
retail  is  concentrated  at  shopping  centers  such  as  Laurel  Village  Shopping  Center,  the  intersection  of 
Geary  and  Masonic  (north  of  Golden  Gate  Park),  Stonestown  Galleria  and  Lakeside  Plaza  (south  of  Sloat 
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Boulevard).  With  the  exception  of  Stonestown  Galleria,  formula  retail  requires  a conditional  use 
authorization  in  all  of  these  shopping  centers.  Stonestown  Galleria  accounts  for  approximately  30  percent 
of  formula  retail  establishments  in  the  subarea  (Figure 

In  all  other  subareas,  formula  retail  accounts  for  less  than  10  percent  of  all  retail  establishments.  In 
the  Southern  Neighborhoods,  Central  City,  Mission/Potrero,  Castro/Mid-Market,  and  Twin  Peaks 
subareas,  formula  retail  accounts  for  less  than  10  percent  of  all  establishments  and  no  more  than  25 
percent  of  all  retail  square  feet  (Figure  III-7).  These  subareas  differ  significantly  in  their  demographic  and 
market  conditions.  However,  in  all  five  subareas,  most  of  the  commercial  development  is  located  in 
neighborhood  commercial  districts  which  have  had  formula  retail  controls  in  place  since  at  least  2007. 
NCDs  are  intended  as  mixed-use  corridors  that  support  neighborhood-serving  commercial  uses  on  lower 
floors  and  housing  above.  These  districts  typically  provide  convenience  goods  and  services  to  the 
surrounding  neighborhoods  as  well  as  limited  comparison  shopping  goods  for  a wider  market. 

Most  commercial  areas  in  the  Southern  Neighborhoods,  Central  City,  Mission/Potrero, 
Castro/Mid-Market,  and  Twin  Peaks  subareas  are  subject  to  formula  retail  controls.  Reflecting  this 
fact,  formula  and  other  retail  establishments  in  these  subareas  are  primarily  located  in  neighborhood 
commercial  districts  and  other  areas  that  are  subject  to  formula  retail  controls  (Figure  III-8). 


Figure  II1-8.  Formula  Retail  Establishments  by  Geographic  Subarea  and  Zoning  District  Category,  2012 


Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


^ Stonestown  Galleria  and  Park  Merced  are  the  only  other  commercial/MU  districts  in  the  Western  Neighborhoods 
that  are  not  subject  to  formula  retail  controls.  However,  very  little  retail  of  any  kind  is  currently  located  at  Park  Merced. 
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Figure  111-9.  Formula  Retail  Concentrations  (Formula  Retail  as  a Percent  of  Total  Existing  Retail  Establishments) 
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Formula  Retail  CU  Applications  by  Geographic  Subarea 

This  section  describes  formula  retail  CU  application  and  approval  rates  by  geographic  subarea. 

The  Western  Neighborhoods  have  attraeted  the  most  formula  retail  CU  applications,  reflecting  the 
many  shopping  centers  in  this  subarea.  As  shown  in  Figure  III-9,  the  Western  Neighborhoods  have 
attracted  24  formula  retail  CU  applications,  accounting  for  nearly  a quarter  of  all  such  applications  in  the 
city.  Of  those  applications  that  have  been  resolved,  82  percent  have  been  approved.  Many  of  the  formula 
retail  CU  applications  in  this  subarea  are  located  in  shopping  centers  such  as  Lakeside  Plaza,  Laurel 
Village,  and  Geary  and  Masonic,  where  they  are  typically  approved.  However,  Geary  Boulevard,  Clement 
Street,  Irving  Street,  and  Noriega  Street  have  also  attracted  some  CUs  over  the  years,  with  more  mixed 
approval  rates  (see  Figure  II-6  in  Chapter  II  for  a map  of  CUs  by  action  taken). 

The  Northern  Neighborhoods,  Central  City,  Southern  Neighborhoods,  and  Castro/Mid-Market 
have  each  attracted  more  than  a dozen  formula  retail  CU  applications,  while  the  other  subareas 
have  only  attracted  a handful.  Note  that  in  most  of  Downtown  and  SoMa,  formula  retail  does  not 
require  a CU  authorization.  There  does  not  appear  to  be  a direct  correlation  between  number  of 
applications  and  demographics  at  the  subarea  level.  For  example,  of  the  four  subareas  with  the  highest 
application  rates,  the  Northern  Neighborhoods  and  Castro/Mid-Market  subareas  have  average  household 
incomes  that  are  above  the  citywide  average,  while  the  Central  City  and  Southern  Neighborhoods  have 
below-average  household  incomes. 

Formula  retail  CU  application  approval  rates  are  lowest  in  the  Southern  Neighborhoods, 
Castro/Mid-Market,  and  Mission/Potrero  subareas.  In  most  subareas,  at  least  75  percent  of  all  formula 
retail  CU  applications  have  been  approved.  However,  in  the  Southern  Neighborhoods,  Castro/Mid- 
Market,  and  Mission/Potrero  subareas,  fewer  than  70  percent  have  been  approved  (Figure  III-9).  While  all 
three  of  these  subareas  also  have  relatively  low  concentrations  of  existing  formula  retail  establishments 
(Figure  III-7),  the  subareas  otherwise  vary  significantly  in  terms  of  market  conditions  and  demographics. 
The  low  approval  rates  may  reflect  prevailing  community  sentiment,  rather  than  any  quantifiable 
characteristics  that  the  three  subareas  share. 

Figure  III-IO.  Formula  Retail  Conditional  Use  Applications  by  Geographic  Subarea  and  Action  Taken 


Subarea 

App- 

roved 

Disapp- 

roved 

Action  Taken 

With-  Pen- 

drawn  ding 

Total 

Applications 

%of 

Citywide 

Total 

Applications 

% 

Approved 
in  Subarea 
(a) 

Western  Neighborhoods 

18 

2 

2 

2 

24 

23% 

82% 

Northern  Neighborhoods 

13 

4 

17 

16% 

76% 

Central  City 

9 

1 

2 

4 

16 

15% 

75% 

Southern  Neighborhoods 

10 

5 

15 

14% 

67% 

Castro/Mid-Market 

7 

3 

1 

1 

12 

12% 

64% 

Mission/Potrero 

5 

1 

2 

8 

8% 

63% 

Downtown 

4 

4 

4% 

100% 

South  of  Market 

3 

1 

4 

4% 

75% 

Twin  Peaks 

3 

1 

4 

4% 

100% 

Total 

72 

12 

12 

8 

104 

100% 

75% 

(a)  Excluding  pending  applications 

Sources;  City  and  County  of  San  Francisco,  2013;  Strategic  Economics,  2014. 
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Spatial  Distribution  of  Selected  Retail  Types 

The  following  findings  describe  how  selected  types  of  retailers  - including  both  formula  and  independent 
retail  - are  distributed  across  the  city  in  relation  to  factors  that  retailers  often  consider  in  selecting  their 
locations.  The  three  retail  use  types  discussed  below  were  selected  to  illustrate  the  distinct  location 
patterns  of  different  types  of  retail.  Apparel  and  accessories  stores  sell  “comparison  goods”  - products 
like  clothes,  shoes,  furniture,  and  cars  - that  shoppers  like  to  test  and  compare  before  purchasing.  Grocery 
stores,  on  the  other  hand,  serve  residents’  daily  needs.  Depending  on  their  price  point  and  location, 
restaurants  and  bars  can  either  draw  residents  and  workers  on  a daily  basis,  or  serve  as  a special 
destination  for  visitors,  shoppers,  residents,  and  workers.  As  discussed  below,  these  different  functions 
lead  to  distinct  spatial  patterns. 

Comparison  retailers,  sueh  as  apparel  and  aecessories  stores,  are  especially  likely  to  cluster 
together  in  concentrated  nodes.  Comparison  retailers  are  particularly  likely  to  benefit  from  co-locating 
with  similar  retailers  in  destinations  where  shoppers  can  walk  from  store  to  store,  particularly  in  locations 
that  benefit  from  strong  regional  accessibility,  high  population  densities  and  household  incomes,  and/or 
significant  visitor  traffic.  For  example.  Figure  III-9  shows  how  both  independent  and  formula  apparel  and 
accessory  stores  tend  to  cluster,  but  formula  retail  is  particularly  concentrated  in  specific  locations.  The 
vast  majority  of  formula  retail  apparel  and  accessory  stores  are  located  in  the  Union  Square/Westfield 
Centre  area  of  Downtown.  Union  Square  is  the  city’s  premier  retail  destination,  known  for  its  luxury 
boutiques  and  high-end  department  stores.  With  its  central  location  and  excellent  transit  access,  the 
district  draws  many  tourists  and  shoppers  from  across  the  city  and  region.  There  are  no  formula  retail 
controls  in  place  in  this  part  of  Downtown. 

There  are  also  a number  of  neighborhood  commercial  districts  with  apparel  and  accessory  clusters.  Most 
of  these  districts  require  a conditional  use  authorization  for  new  formula  retail,  and  tend  to  have  a mix  of 
both  formula  and  independent  apparel  and  accessoiy  stores  as  well  as  other  stores  (e.g.,  shoes,  home 
furnishings)  and  restaurants.  In  the  Northern  Neighborhoods,  high-end  shopping  districts  such  as  North 
Beach,  Chestnut  Street,  Union  Street,  and  Upper  Fillmore  offer  a range  of  apparel  and  accessory  stores, 
home  furnishings,  and  other  specialty  items.  These  districts  benefit  from  strong  local  buying  power 
(reflected  in  high  local  population  densities  and  high  average  household  incomes)  as  well  as  significant 
visitor  traffic.  Other  neighborhood  shopping  districts  with  strong  concentrations  of  accessory  and  apparel 
stores,  such  as  Mission  Street,  serve  more  moderate  income  parts  of  the  city  and  offer  more  affordable 
products. 
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Retailers  that  serve  daily  needs,  such  as  grocery  stores,  are  more  evenly  dispersed  in  neighborhood 
commercial  districts  - although  some  low-income  areas  like  the  Tenderloin  and  Bayview  are  less- 
well  served  by  full-service  supermarkets.  Figure  III-12  shows  formula  and  independent  grocery  stores 
by  size  (greater  or  fewer  than  10,000  square  feet).  Grocery  stores  often  serve  as  anchors  for  clusters  of 
convenience-oriented  retail  that  draw  from  a local  market,  typically  within  a one-mile  radius.  While  both 
independent  and  formula  grocery  stores  are  located  throughout  the  city,  they  are  more  concentrated  in  the 
northeastern  subareas  where  population  densities  are  highest  (the  Northern  Neighborhoods,  Central  City, 
Downtown,  Castro/Mid-Market,  and  Mission/Potrero).  Less  densely  populated  areas  in  the  Southern  and 
Western  Neighborhoods  have  fewer  grocery  stores.  For  example,  there  are  nearly  2 grocery  stores  for 
every  1,000  residents  in  the  Northern  Neighborhoods  and  1.4  grocery  stores  per  1,000  residents  in 
Mission/Potrero.  In  comparison,  there  are  approximately  0.6  grocery  stores  for  every  1,000  residents  in 
the  Southern  and  Western  Neighborhoods.^^  Downtown  and  the  Southern  Neighborhoods  have  a 
particularly  low  concentration  of  formula  retail  grocery  stores,  which  tend  to  be  significantly  larger  than 
independent  grocers  and  may  offer  a wider  range  of  fresh  produce  and  health  foods. 

Restaurants  and  bars  are  also  distributed  across  the  city,  though  they  are  particularly  concentrated 
in  Downtown  and  the  Northern  Neighborhoods.  As  shown  in  Figure  111-13,  there  is  a significant 
concentration  of  formula  and  independent  restaurants  in  Downtown  and  the  Northern  Neighborhoods, 
likely  serving  residents,  Downtown  workers,  and  visitors  who  come  to  shop  or  stay  at  the  many  hotels  in 
these  subareas.  However,  most  of  the  city’s  neighborhood  commercial  districts  have  a number  of  both 
formula  and  independent  restaurants. 


The  citywide  average  is  0.9  grocery  stores  per  1,000  residents. 

As  discussed  above,  more  than  80  peroent  of  all  medium  and  large  grocery  stores  (over  10,000  square  feet)  in  San 
Francisco  are  formula  retail. 
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Figure  III-J3.  Formula  and  Independent  Restaurants  and  Bars,  2012 
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Summary  of  Findings 

Formula  retail  accounts  for  12  percent  of  all  retail  establishments  in  San  Francisco  and  31  percent  of  the 
city’s  total  retail  square  footage.  Although  exactly  comparable  numbers  for  other  cities  are  not  available, 
formula  retail  appears  to  be  significantly  less  prevalent  in  San  Francisco  compared  to  the  national 
average.  In  the  U.S.  overall,  32  percent  of  all  retail  establishments  are  associated  with  firms  that  include 
10  or  more  outlets.^® 

In  general,  the  spatial  distribution  of  formula  retail  is  highly  correlated  with  the  spatial  distribution  of 
independent  retail,  indicating  that  formula  retail  location  decisions  remain  strongly  influenced  by  the 
propensity  of  retailers  to  cluster  in  concentrated  nodes  with  high  customer  traffic,  good  visibility,  and 
easy  vehicle  and  pedestrian  access. 

However,  formula  retail  is  generally  much  less  concentrated  in  districts  that  have  controls  in  place  than  in 
districts  that  do  not.  Formula  retail  is  most  highly  concentrated  in  Downtown,  SoMa,  and  the  northeastern 
waterfront.  These  areas  are  least  regulated,  and  also  attract  significant  numbers  of  visitors  and  workers 
from  elsewhere  in  the  city  and  region.  In  contrast,  while  the  Western  Neighborhoods  also  have  a 
significant  concentration  of  formula  retail,  formula  retail  in  this  subarea  tends  to  cluster  in  shopping 
centers,  including  those  where  new  formula  retail  requires  a CU  authorization  - such  as  Lakeshore  Plaza, 
the  Laurel  Village  Shopping  Center,  and  Geary  and  Masonic  - as  well  as  in  Stonestown  Galleria,  where 
formula  retail  is  not  regulated.  There  are  also  significant  concentrations  of  formula  retail  in  NCDs  in  the 
Northern  Neighborhood  subarea,  such  as  Union  Street,  Polk  Street,  and  Upper  Fillmore.  These  NCDs 
serve  neighborhoods  with  particularly  high  population  densities  and  average  resident  incomes,  and  are 
also  increasingly  becoming  known  as  regional  shopping  destinations.  Formula  retail  is  less  concentrated 
in  most  of  the  rest  of  the  city,  where  most  of  the  commercial  development  is  located  in  NCDs  that  have 
had  formula  retail  controls  in  place  since  at  least  2007. 

This  difference  suggests  that  the  City’s  formula  retail  controls  may  be  successfully  limiting  the  amount  of 
formula  retail  in  the  city’s  neighborhood  commercial  districts,  although  other  factors  are  also  influencing 
the  prevalence  of  formula  retail  in  different  neighborhoods.  For  example,  given  that  the  City  has  only 
received  approximately  100  formula  retail  CU  applications  since  the  first  controls  went  into  effect  in 
2004,  the  prevalence  of  formula  retail  in  most  neighborhoods  today  strongly  reflects  conditions  before  the 
controls  went  into  effect.  The  implementation  of  controls  in  certain  neighborhoods  could  also  have  had 
the  effect  of  pushing  new  formula  retail  into  areas  that  are  not  regulated,  such  as  Downtown  and  most  of 
SoMa. 


U.S.  Census  Bureau,  “Table  EC0744SSSZ3;  Retail  Trade:  Subject  Series  - Estab  and  Firm  Size:  Summary 
Statistics  for  Single  Unit  and  Multiunit  Firms  for  the  United  States:  2007, ’’  2007  Economic  Census.  Includes  all  retail 
trade  establishments  (NAICS  codes  44-45). 
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IV.  CHARACTERISTICS  OF  SAN  FRANCISCO’S  FORMULA 
RETAIL 

This  chapter  examines  San  Francisco’s  existing  formula  retail  establishments  in  more  depth,  providing 
additional  information  on  characteristics  of  the  city’s  retail  including: 

• Size  (square  feet)  of  formula  retail  establishments,  compared  to  independent  retailers; 

• Most  common  types  of  formula  retail  uses,  compared  to  independent  retailers; 

• Headquarters  locations  of  formula  retailers;  and 

• Number  of  outlets  in  formula  retail  chains. 

Most  of  the  analysis  described  below  compared  the  commercial/mixed-use  (MU)  districts  with  formula 
retail  controls  to  those  commercial/MU  districts  without  controls.  This  analysis  was  intended  to  shed 
light  on  how  formula  retail  establishments  compared  to  independent  retail  establishments  in  terms  of 
business  size  and  the  types  of  goods  and  services  they  provide,  and  to  explore  how  the  presence  of 
formula  retail  controls  is  correlated  with  the  size,  type  of  use,  and  other  characteristics  of  formula  retail 
establishments.  The  findings  described  in  this  chapter  also  shed  light  on  some  of  the  issues  that 
stakeholders  have  raised  about  the  impacts  of  the  City’s  formula  retail  controls  on  small  and  locally 
owned  businesses. 

The  findings  described  in  this  chapter  are  based  on  the  2012  Dun  & Bradstreet  dataset,  and  are  therefore 
subject  to  the  limitations  of  the  data  discussed  in  Appendix  A. 

Size  of  Establishments 

Figure  IV-1  compares  the  distribution  of  store  sizes  for  formula  and  independent  retail  establishments. 
Figure  rV-2  compares  store  sizes  of  formula  retail  establishments  located  in  commercial/MU  districts 
with  and  without  formula  retail  controls  in  place.  Key  findings  include  the  following. 

On  average,  formula  retail  establishments  are  larger  than  independent  retailers.  The  median 
establishment  size  for  formula  retailers  in  6,500  square  feet,  compared  to  2,200  square  feet  for 
independent  retailers.  Overall,  nearly  85  percent  of  formula  retailers  occupy  more  than  3,000  squai'e  feet, 
while  80  percent  of  independent  retailers  occupy  3,000  square  feet  or  less  (Figure  IV-1). 

Approximately  10  formula  retailers  and  5 independent  retailers  are  over  50,000  square  feet,  the 
threshold  for  San  Francisco’s  large-scale  retail  controls.  In  addition  to  the  City’s  formula  retail 
controls,  the  Planning  Code  includes  a separate  conditional  use  requirement  for  large-scale  retail;  retail 
uses  over  90,000  square  feet  in  the  C-3  zoning  districts  and  50,000  square  feet  in  all  other  zoning  districts 
require  CU  authorization,  while  retail  over  120,000  square  feet  is  generally  prohibited.'*®  Fewer  than  one 
percent  of  existing  formula  retail  establishments  exceed  the  50,000-square-foot  threshold. 

Formula  retail  establishments  in  commercial/mixed-use  districts  with  controls  tend  to  be  slightly 
smaller  than  in  commercial/mixed-use  districts  without  controls.  The  median  formula  retail 


See  Chapter  III  for  a description  of  the  commercial/MU  zoning  district  categories.  The  industrial  and  residential 
zoning  district  categories  have  too  few  formula  retail  establishments  to  produce  robust  results  for  some  of  the  more 
detailed  factors  discussed  below.  As  discussed  above  in  Chapter  III,  the  data  shown  throughout  this  report  have  been 
aggregated  in  order  to  ensure  that  the  results  are  robust.  In  general,  statistics  based  on  fewer  than  20  establishments 
were  considered  unreliable  and  are  not  shown. 

San  Francisco  Planning  Code,  Section  121.6. 
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establishment  size  in  the  commercial/MU  districts  with  controls  is  6,400  square  feet,  compared  to  6,900 
square  feet  in  commercial/MU  districts  with  controls,  6,100  square  feet  in  industrial  districts,  and  4,000 
square  feet  in  residential  districts.  Commercial/MU  districts  with  controls  also  tend  to  have  fewer  formula 
retail  establishments  over  10,000  square  feet  and  more  establishments  occupying  3,000  square  feet  or  less 
compared  to  districts  without  controls  (Figure  IV-2). 

Figure  IV-1.  Formula  and  Independent  Retail  Establishments  by  Store  Size 


3,000  or  less  3,001-  10,001-  20,001-  More  than  Unknown 

10,000  20,000  50,000  50,000 

Size  of  Establishment  (Square  Feet) 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Figure  IV-2.  Formula  Retail  Establishments  by  Store  Size:  Commercial/Mixed-Use  Zoning  Districts  with 
and  without  Formula  Retail  Controls 


3,000  or  less  3,001-  10,001-  20,001-  More  than  Unknown 

10,000  20,000  50,000  50,000 


Size  of  Establishment  (Square  Feet) 

Acronyms: 

MU:  Mixed-use 
FR:  Formula  retail 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified:  all  numbers  are  approximate. 
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Types  of  Uses 

Figure  IV-3  compares  fonnula  retail  use  types  in  commercial/MU  districts  with  and  without  controls. 
Figures  IV-4  and  IV-5  show  the  most  common  types  of  formula  and  independent  stores  (i.e.,  businesses 
that  sell  goods  to  the  public)  in  commercial/MU  districts  with  and  without  controls,  respectively.  Key 
findings  about  types  of  formula  retail  are  described  below. 

Compared  to  commercial/mixed-use  districts  without  controls,  commercial/mixed-use  districts  with 
controls  have  fewer  formula  retail  stores  and  more  formula  retail  banks.  There  are  approximately 
290  formula  retail  stores  in  commercial/MU  districts  with  controls,  accounting  for  51  percent  of  formula 
retail  establishments  and  8 percent  of  all  stores  in  those  districts  (Figure  IV-3).  In  commercial/MU 
districts  without  controls  there  are  390  formula  retail  stores,  accounting  for  63  percent  of  formula  retail 
establishments  and  23  percent  of  all  stores.  In  contrast,  the  majority  of  formula  banks  are  located  in 
commercial/MU  districts  with  controls  (140,  compared  to  80  in  districts  without  controls).""  On  a square- 
footage  basis,  the  distribution  of  formula  retail  use  types  is  more  similar;  in  both  types  of  commercial/MU 
districts,  stores  account  for  about  60  percent  of  formula  retail  square  feet,  banks  account  for  about  20 
percent,  restaurants  and  bars  account  for  slightly  less  than  20  percent,  and  retail  services  make  up  the 
remainder. 


Figure  IV-3.  Formula  Retail  Establishments  by  Use  Type:  Commercial/Mixed-Use  Zoning  Districts  with 
and  without  Formula  Retail  Controls 


Commercial/MU  With  FR  Controls 

Commercial/MU  Without  FR 
Controls 

Use  Type 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Formula 
Retail  as  a 
% of  All 
Retail 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Formula 
Retail  as 
a % of  All 
Retail 

Number  of 

Establishments 

Stores 

290 

51% 

8% 

390 

63% 

23% 

Restaurants  & Bars 

130 

22% 

8% 

140 

23% 

23% 

Retail  Services 

10 

2% 

4% 

10 

2% 

12% 

Banks,  Credit  Unions,  S&L 

140 

24% 

87% 

80 

12% 

84% 

Total 

570 

100% 

10% 

620 

100% 

25% 

Square  Feet 

Stores 

2,545,600 

60% 

25% 

3,531,000 

58% 

52% 

Restaurants  & Bars 

690,100 

16% 

13% 

1,172,400 

19% 

40% 

Retail  Services 

151,300 

4% 

16% 

79,300 

1% 

24% 

Banks,  Credit  Unions,  S&L 

856,600 

20% 

90% 

1,293,500 

21% 

96% 

Total 

4,243,600 

100% 

24% 

6,076,200 

100% 

53% 

Acronyms: 

S&L:  Savings  and  loans 
MU:  Mixed-use 
FR:  Formula  retail 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Note  that  San  Francisco’s  formula  retail  controls  only  expanded  to  include  banks,  credit  unions,  and  savings  and 
loans  in  2012. 
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In  commercial/mixed-use  districts  with  formula  retail  controls  in  place,  the  most  common  types  of 
formula  retail  stores  include  pharmacies  and  drug  stores,  other  specialized  retail  stores,  apparel 
and  accessory  stores,  and  supermarkets  and  other  grocery  stores.  The  most  common  types  of 
independent  retail  stores  in  commercial/MU  districts  with  formula  retail  controls  are  specialized  retail 
stores  (e.g.,  auto  parts,  office  supply,  and  pet  supply  stores),  apparel  and  accessories,  and  supermarkets 
and  other  grocery  stores  (Figure  IV-4).  These  store  types,  particularly  the  prevalence  of  supermarkets  and 
pharmacies,  reflect  the  neighborhood-serving  function  of  many  of  the  City’s  neighborhood  commercial 
districts  (NCDs). 

Stores  in  commercial/mixed-use  districts  without  controls  are  less  diverse,  with  apparel  stores 
accounting  for  the  majority  of  formula  retailers.  Other  health  and  personal  care  stores  (i.e.,  cosmetic 
and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores)  are  the  second  most  common  type 
of  formula  retail  store  (Figure  IV-5).  Apparel  stores  are  also  the  most  common  type  of  independent  retail 
establishments  in  these  districts,  followed  closely  by  specialized  retail  stores. 


Figure  IV-4.  Most  Common  Types  of  Formula  and  Independent  Retail  Stores  in  Commercial/Mixed-Use 
Zoning  Districts  with  Formula  Retail  Controls 


Most  Common  Types  of  Formula  Retail 
Stores 

Establish- 

ments 

% of  All 
Stores  in 
Category 

Square  Feet 

%of  All 
Square  Feet 
in  Category 

1 Pharmacies  & Drug  Stores 

60 

48% 

633,800 

82% 

2 Other  Specialized  Retail  Stores 

40 

4% 

286,800 

13% 

3 Apparel  & Accessories 

40 

5% 

298,500 

16% 

4 Supermarkets  & Other  Grocery  Stores 

40 

8% 

568,400 

33% 

5 Electronics  & Appliances 

30 

18% 

202,200 

38% 

Most  Common  Types  of  Independent 
Retail  Stores 

Establish- 

ments 

% of  All 
Stores  in 
Category 

Square  Feet 

% of  All 
Square  Feet 
in  Category 

1 Other  Specialized  Retail  Stores 

880 

96% 

1,902,200 

87% 

2 Apparel  & Accessories 

730 

95% 

1,528,400 

84% 

3 Supermarkets  & Other  Grocery  Stores 

430 

92% 

1,139,400 

67% 

4 Sporting  Goods,  Hobby,  Book,  Music 

300 

97% 

827,700 

92% 

5 Other  Food  Stores 

200 

95% 

434,700 

89% 

“Other  specialized  retail  stores”  include  produce,  auto  parts,  pet  supply,  office  supply,  gift  stores,  florists,  and  others. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified:  all  numbers  are  approximate. 
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Figure  IV-5.  Most  Common  Types  of  Formula  and  Independent  Retail  Stores  in  Commercial/Mixed-Use 
Zoning  Districts  without  Formula  Retail  Controls 


Most  Common  Types  of  Formula  Retail 
Stores 

Establish- 

ments 

%of  All 
Stores  in 
Category 

Square  Feet 

% of  All 
Square  Feet 
in  Category 

1 Apparel  & Accessories 

200 

35% 

1,837,700 

67% 

2 Other  Health  & Personal  Care  Stores 

40 

39% 

265,300 

59% 

3 Other  Specialized  Retail  Stores 

30 

8% 

259,000 

23% 

4 Electronics  & Appliances 

30 

20% 

254,600 

47% 

5 Pharmacies  & Drug  Stores 

30 

66% 

237,900 

88% 

Most  Common  Types  of  Independent 
Retail  Stores 

Establish- 

ments 

% of  Ali 
Stores  in 
Category 

Square  Feet 

% of  Ail 
Square  Feet 
in  Category 

1 Apparel  & Accessories 

370 

65% 

905,100 

33% 

2 Other  Specialized  Retail  Stores 

340 

92% 

873,800 

77% 

3 Electronics  & Appliances 

110 

80% 

287,000 

53% 

4 Sporting  Goods,  Hobby,  Book,  Music 

90 

92% 

211,800 

80% 

5 Supermarkets  & Other  Grocery  Stores 

80 

90% 

193,400 

66% 

"Other  specialized  retail  stores”  include  produce,  auto  parts,  pet  supply,  office  supply,  gift  stores,  florists,  and  others. 

“Other  health  and  personal  care  stores”  include  cosmetic  and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores. 
Sources;  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Other  Characteristics  of  Formula  Retail 

Figure  IV-6  shows  the  distribution  of  formula  retail  establishments  by  the  location  of  their  headquarters. 
Figure  fV-V  compares  headquarter  locations  in  commercial/MU  districts  with  and  without  formula  retail 
controls.  Figure  IV-8  shows  formula  retail  establishments  by  the  number  of  associated  corporate  family 
members  (branches  and  subsidiaries).  Findings  are  discussed  below. 

Approximately  28  percent  of  the  city’s  formula  retailers  are  headquartered  in  California,  with  half 
of  those  headquartered  in  San  Francisco.  As  shown  in  Figure  IV-6,  another  8 percent  of  formula  retail 
establishments  are  independently  owned  franchises  (e.g.,  franchise  locations  that  are  not  owned  by  the 
parent  company);  the  location  of  the  franchise  owners  is  unknown.  Ten  percent  of  formula  retailers  are 
headquartered  outside  the  United  States. 

Commercial/mixed-use  districts  with  formula  retail  controls  are  home  to  more  independently 
owned  franchises  and  California-based  companies  than  districts  without  controls.  Figure  IV-7 
compares  the  headquarters  locations  of  formula  retail  establishments  located  in  commercial/MU  districts 
with  and  without  controls. 


Note  that  a small  percentage  of  these  may  not  technically  qualify  as  formula  retailers,  as  discussed  in  Chapter  VII. 
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Figure  IV-6.  Formula  Retail  Establishments  by  Location  of  Headquarters 


Elsewhere 
in  US 
54% 


San 

Francisco 

14% 


Elsewhere  ' 
in  California 
14% 


‘Franchises  that  are  not  owned  by  or  legally  linked  to  the  parent  company;  headquarters  location  unknown. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified:  all  numbers  are  approximate. 


Figure  IV-7.  Formula  Retail  Establishments  by  Location  of  Headquarters:  Commercial/Mixed-Use 
Zoning  Districts  with  and  without  Formula  Retail  Controls 


Franchises  (a)  California 


Location  of  Headquarters 


(a)  Franchises  that  are  not  owned  by  or  legally  linked  to  the  parent  company;  headquarters  location  unknown. 

Acronyms: 

MU:  Mixed-use 
FR:  Formula  retail 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Three-quarters  of  San  Francisco’s  formula  retail  establishments  are  associated  with  companies  that 
have  more  than  50  branches  and  subsidiaries.  The  breakdown  of  formula  retail  by  number  of  family 
members  (Figure  IV-8)  is  similar  in  commercial/MU  districts  with  and  without  controls,  except  that,  as 
discussed  above,  districts  with  controls  have  more  franchises. 


Figure  IV-8.  Formula  Retail  Establishments  by  Number  of  Corporate  Family  Members  (Branches  and 
Subsidiaries) 


50% 

51  to  375 
13% 


376  to  1,045 
11% 


Sources;  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Summary  of  Findings 

Formula  retail  establishments  tend  to  be  significantly  larger  than  independent  retail  establishments. 
Overall,  nearly  85  percent  of  formula  retailers  occupy  more  than  3,000  square  feet,  while  80  percent  of 
independent  retailers  occupy  3,000  square  feet  or  less.  Most  formula  retailers  are  affiliated  with  large 
companies  with  many  outlets,  and  are  headquartered  outside  of  California. 

Formula  retail  is  much  less  concentrated  in  commercial/MU  districts  with  controls  than  in  districts 
without,  and  formula  retail  establishments  tend  to  be  smaller  in  districts  with  controls  in  place.  In 
addition,  formula  retail  is  more  likely  to  take  the  form  of  neighborhood-serving  stores  (supermarkets  or 
pharmacies)  and  banks,  credit  unions,  and  savings  and  loans  in  commercial/MU  districts  with  controls 
than  in  those  without.  These  differences  may  reflect  the  influence  of  the  City’s  formula  retail  controls,  as 
well  as  other  factors  such  as  the  prevalence  of  formula  retail  before  the  controls  went  into  effect  and  the 
different  retail  markets  that  various  commercial  districts  serve.  For  example,  many  of  the  districts  with 
controls  are  predominantly  daily  needs-serving.  In  contrast,  the  districts  without  controls  include 
shopping  districts  that  serve  a large  number  of  workers,  regional  shoppers,  and  out-of-town  visitors,  as 
well  as  San  Francisco  residents. 
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V.  EMPLOYMENT  AND  FORMULA  RETAIL 

San  Francisco’s  residents  and  elected  officials  place  a high  priority  on  providing  high-quality,  well- 
paying jobs  that  employ  a diverse  range  of  residents.  The  City  has  some  of  the  most  progressive  labor 
laws  in  the  country,  and  many  residents  and  stakeholders  have  raised  concerns  about  the  quality  of  Jobs 
offered  by  formula  retail.  This  chapter  examines  differences  in  employment  between  formula  and 
independent  retail  in  terms  of  number  of  workers  employed,  wages,  and  benefits.'*^ 

Background  and  Methodology 

Studying  how  formula  and  independent  retailers  in  San  Francisco  differ  in  terms  of  employment  and  job 
quality  factors  is  challenging  for  a number  of  reasons.  Relatively  few  sources  provide  data  on 
employment  at  the  local  level,  and  the  data  they  provide  are  limited  by  the  types  of  information  collected 
from  individual  employers  and  by  the  need  to  protect  the  privacy  of  workers  and  firms.  As  a result  of 
these  constraints,  detailed  data  on  the  demographics  of  workers  or  part-time  versus  full-time  status  are 
only  available  at  the  national  level,  through  sources  that  do  not  distinguish  between  independent  and 
formula  retailers.'*'^ 

Adding  to  the  challenge,  the  definition  of  “formula  retail”  in  the  San  Francisco  Planning  Code  is  very 
specific  and  is  neither  reflected  in  the  literature  on  retail  employment  nor  possible  to  exactly  replicate 
with  available  data  sources.  Moreover,  previous  studies  on  retail  employment  have  generally  focused  on 
comparing  jobs  and  job  quality  at  different  types  of  retail  chains  (e.g.,  grocery  stores  versus  electronics 
retailers,  or  supercenters  versus  traditional  grocery  stores),  or  on  assessing  the  wages  and  economic 
impact  of  Walmart  and  other  “supercenters,”'*^  rather  than  the  broader  employment  practices  of  chain 
versus  independent  retailers. 

This  chapter  is  based  on  an  analysis  of  employment  data  provided  by  the  California  Employment 
Development  Department  from  the  Quarterly  Census  of  Employment  and  Wages,  supplemented  by  a 
literature  review  of  local  and  national  studies  that  have  examined  retail  or  restaurant  employment  by 
subsector  or  size  of  business.  The  chapter  also  draws  on  results  from  a survey  that  researchers  at  U.C. 
Berkeley  conducted  in  2009  that  collected  information  on  the  health  and  paid  sick  leave  benefits  offered 
by  firms  in  San  Francisco  and  elsewhere  in  the  Bay  Area.  These  data  sources  are  described  in  more  detail 
below.  The  chapter  focuses  on  retail  stores  - i.e.,  businesses  that  sell  goods  to  the  general  public  - and 
restaurants."^^  Because  of  the  limitations  of  the  data  and  the  literature,  firm  size  (number  of  establishments 
or  number  of  employees,  as  available)  is  used  as  the  best  available  proxy  for  understanding  the 
differences  between  formula  and  independent  retailers. 


The  City  and  County  of  San  Francisco’s  Office  of  Economic  Analysis  recently  released  a separate  study  of  formula 
retail  that  assessed  (among  other  topics)  the  effect  of  formula  v.  independent  retail  on  the  city's  broader  economy, 
including  the  multiplier  effects  created  by  consumer  spending  as  it  circulates  through  the  economy  and  expands 
overall  employment.  This  analysis  focuses  more  narrowly  on  understanding  the  wages  and  benefits  offered  by 
different  types  of  retailers. 

For  example,  the  Current  Population  survey  provides  data  on  the  demographics  of  employees  by  industry  and  firm 
size,  but  only  at  the  national  level.  The  U.S.  Census  Bureau's  American  Community  Survey  and  Longitudinal- 
Employer  Household  Dynamics  program  provide  local-level  information  on  worker  characteristics  (e.g.,  age,  race, 
ethnicity,  educational  attainment),  but  not  by  firm  size  or  number  of  outlets. 

There  are  no  Walmart  stores  located  in  San  Francisco,  and  the  City  has  separate  land  use  controls  governing 
large-scale  retail.  (Retail  uses  over  90,000  square  feet  in  the  C-3  zoning  districts  and  over  50,000  square  feet  in  all 
other  zoning  districts  require  CD  authorization;  retail  over  120,000  square  feet  is  generally  prohibited.  See  San 
Francisco  Planning  Code,  Section  121.6.) 

Banks,  credit  unions,  and  savings  and  loans  are  also  subject  to  the  City’s  definition  of  formula  retail  (as  are  a few 
types  of  retail  services).  However,  the  banking  industry  includes  a wide  range  of  occupations  with  very  different  pay 
and  benefit  levels,  and  it  was  not  possible  to  differentiate  between  retail  banking  jobs  and  other  types  of  jobs. 
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Findings 

The  following  sections  provide  a review  of  San  Francisco’s  unique  labor  laws  and  national  employment 
trends  in  the  retail  and  restaurant  industries,  followed  by  an  analysis  of  employment,  wages,  and  benefits 
in  San  Francisco  retail  and  restaurant  industries. 

Local  and  National  Context 

San  Francisco  is  nationally  known  for  its  progressive  laws  aimed  at  improving  pay,  access  to  health 
care,  and  paid  sick  leave  for  all  workers,  particularly  lower-wage  workers/^  Figure  V-1  shows  those 
local  labor  laws  that  apply  to  most  businesses  located  in  San  Francisco.  (Other  mandates,  not  shown, 
apply  only  to  employers  with  contracts  or  leases  with  the  City.)  The  City’s  minimum  wage  applies  to  all 
workers  in  San  Francisco,  except  for  individuals  who  are  the  parents,  spouses,  domestic  partners,  or 
children  of  the  employer.  The  Paid  Sick  Leave  Ordinance  also  applies  to  all  employees,  although 
employees  at  larger  firms  (with  10  or  more  workers)  can  accrue  more  hours  of  sick  leave.  The  Health 
Care  Security  Ordinance  and  Family  Friendly  Workplace  Ordinance  both  apply  only  to  workers  with  20 
or  more  workers  nationwide,  and  larger  firms  (100  or  more  workers)  are  required  to  provide  more 
generous  health  care  benefits. 

Most  formula  retailers  are  likely  subject  to  the  Health  Care  Security  and  Family  Friendly 
Workplace  Ordinances.  Given  that  formula  retail  establishments  must,  by  definition,  have  at  least  12 
locations  in  the  U.S.,  it  is  likely  that  nearly  all  formula  retailers  have  at  least  20  employees  nationwide. 
On  the  other  hand,  many  independent  retailers  are  likely  to  be  exempt  from  these  laws.  For  example,  as 
discussed  below,  San  Francisco  retail  stores  with  just  one  location  in  California  employed  an  average  of  8 
workers  in  2012,  while  restaurants  with  a single  location  employed  an  average  of  15  workers. 
Independent  estimates  suggest  that,  overall,  about  25  percent  of  San  Francisco  workers  at  for-profit  firms 
are  employed  at  companies  that  are  exempt  from  the  Health  Care  Security  Ordinance.'** 


Figure  V-1.  San  Francisco  Labor  Laws 

Law 

Employer 

Applicability 

Requirement 

Effective 

Date 

Minimum 

Wage 

Ordinance 

All  employers  with 
employees  who  work  in 
San  Francisco  more 
than  two  hours  per 
week,  including  part- 
time  and  temporary 
workers* 

All  employees  who  work  in  San  Francisco  more 
than  two  hours  per  week,  including  part-time  and 
temporary  workers,  are  entitled  to  the  San 
Francisco  minimum  wage  ($10.74  per  hour  as  of 
January  2014). 

February 

2004 

Paid  Sick 

Leave 

Ordinance 

All  employers**  with 
employees  who  work  in 
San  Francisco, 
including  part-time  and 
temporary  workers 

All  employees  who  work  in  San  Francisco, 
including  part-time  and  temporary  workers,  are 
entitled  to  paid  time  off  from  work  when  they  are 
sick  or  need  medical  care,  and  to  care  for  their 
family  members  or  designated  person  when  those 
persons  are  sick  or  need  medical  care. 

February 

2007 

Michael  Reich,  Ken  Jacobs,  and  Miranda  Dietz,  eds..  When  Mandates  Work:  Raising  Labor  Standards  at  the  Local 
Level,  2014,  http://www.ucpress.edu/book.php?isbn=9780520278141. 

Ibid.,  chap.  5. 
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Health  Care 

Security 

Ordinance 

Employers  with  20  or 
more  employees 
nationwide,  including 
part-time  and 
temporary  workers 
(and  non-profit 
employers  with  50  or 
more  employees) 

Employers  must  spend  a minimum  amount  (set  by 
law)  on  health  care  for  each  employee  who  works 
eight  or  more  hours  per  week  in  San  Francisco. 

The  expenditure  rate  varies  by  employer  size;  in 
2014,  for-profit  businesses  with  20  to  99 
employees  nationwide  are  required  to  spend 
$1 .63  per  worker  per  hour  paid;  employers  with 
100+  employees  nationwide  are  required  to  spend 
$2.44  per  worker  per  hour  paid. 

January 

2008 

Family 

Friendly 

Workplace 

Ordinance 

Employers  with  20  or 
more  employees 
nationwide,  including 
part-time  and 
temporary  workers 

Employers  must  allow  any  employee  who 
is  employed  in  San  Francisco,  has  been 
employed  for  six  months  or  more  by  the  current 
employer,  and  works  at  least  eight  hours  per 
week  on  a regular  basis  to  request  a flexible  or 
predictable  working  arrangement  to  assist  with 
care-giving  responsibilities. 

January 

2014 

‘Individuals  who  are  the  parents,  spouses,  domestic  partners,  or  children  of  the  employers  are  not  covered  by  the  San  Francisco 
Minimum  Wage  Ordinance. 

“For  employees  of  employers  for  which  fewer  than  10  persons  work  for  compensation  during  a given  week,  there  is  a cap  of  40 
hours  of  accnjed  paid  sick  leave;  for  employees  of  other  employers,  there  is  a cap  of  72  hours  of  accrued  paid  sick  leave. 

Source:  City  and  County  of  San  Francisco  Labor  Standards  Enforcement,  2014. 

Nationally,  retail  stores  and  restaurants  tend  to  provide  workers  with  lower  wages,  more  limited 
benefit  coverage,  and  fewer  and  more  irregular  work  hours  compared  to  other  industries.  The 
relatively  low  wages,  limited  benefit  coverage,  and  higher  likelihood  of  part-time  and  non-standard 
working  hours  at  retail  stores  and  restaurants  are  related  to  the  pressure  facing  firms  in  these  industries  to 
compete  on  low  pricing  and  customer  convenience  (e.g.,  to  be  open  long  hours  and  on  weekends  and 
holidays).''^ 

However,  there  is  significant  variation  in  pay  and  job  quality  within  the  retail  sector.  For  example, 
some  firms  pay  more  and  provide  better  benefits  to  attract  better  talent,  reduce  turnover,  and  increase 
productivity.  Examples  include  many  electronics,  hardware,  and  high-end  clothing  stores  that  compete  for 
customer  business  based  on  quality  of  service  and  where  knowledgeable  salespersons  are  often  highly 
valued.  In  contrast,  other  stores  put  a higher  priority  on  low  costs  and  low  prices,  and  tend  to  pay  lower 
wages.  Wahnart  is  the  classic  example;  workers  there  earn  approximately  12  percent  less  than  other 
retail  workers  and  14.5  percent  less  than  workers  at  large  retailers,  and  rely  heavily  on  public  programs 
for  health  care  and  other  needs. Beyond  business  strategy,  other  factors  that  influence  retail  job  quality 
include  state  and  local  labor  laws,  unionization,  and  the  competitiveness  of  the  local  labor  market. 


Francoise  Carre,  Chris  Tilly,  and  Diana  Denham,  “Explaining  Variation  in  the  Quality  of  U.S.  Retail  Jobs” 
(presented  at  the  Annual  Meeting  of  the  Labor  and  Employment  Relations  Association,  Denver,  CO,  2010), 
http;//www. russellsage.org/sites/all/files/Carre-Tilly-Retail%20job%20quality-LERA-01. 03. 10-final-rev2.pdf;  Francoise 
Carre  and  Chris  Tilly,  Short  Hours,  Long  Hours:  Hour  Levels  and  Trends  in  the  Retail  Industry  in  the  United  States, 
Canada,  and  Mexico,  Upjohn  Institute  Working  Paper  12-183  (Kalamazoo,  Ml;  W.E.  Upjohn  Institute  for  Employment 
Research.,  2012),  http://vvww.econstor.eu/handle/10419/64322;  Annette  D.  Bernhardt,  The  Future  of  Low-Wage 
Jobs:  Case  Studies  in  the  Retail  Industry,  I EE  Working  Paper  (Institute  on  Education  and  the  Economy,  Teachers 
College,  Columbia  University,  1999), 

http://citeseerx.ist.psu.edu/viewdoc/download?doi=1 0.1.1. 41 .885&rep=rep1&type=pdf. 

“ Carre,  Tilly,  and  Denham,  “Explaining  Variation  in  the  Quality  of  U.S.  Retail  Jobs.” 

^ Ken  Jacobs,  Dave  Graham-Squire,  and  Stephanie  Luce,  Living  Wage  Policies  and  Big-Box  Retail:  How  a Higher 
Wage  Standard  VJould  Impact  Walmart  Workers  and  Shoppers,  Research  Brief  (UC  Berkeley  Center  for  Labor 
Research  and  Education,  2011),  http://vvww.mef101.org/lssues/Resources/11-0428%20- 
%20Bigbox%20Living%20Wage%20Policies.pdf. 

“ Carre,  Tilly,  and  Denham,  “Explaining  Variation  in  the  Quality  of  U.S.  Retail  Jobs." 
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Nationally,  retail  firms  with  fewer  than  10  outlets  tend  to  pay  higher  average  wages  than  firms  with 
more  than  10  outlets.  National  data  from  the  2007  Economic  Census  show  that  retail  firms  with  fewer 
than  10  outlets  in  the  United  States  paid  an  average  of  $27,500  per  employee,  per  year.  In  comparison, 
firms  with  10  or  more  outlets  paid  an  average  of  $20,800  a year.  Overall,  retail  firms  with  fewer  than  10 
outlets  employee  fewer  workers  per  establishment  and  per  million  dollars  in  sales.  However,  excluding 
motor  vehicles  and  parts,  gasoline  stations,  and  nonstore  retailers  (industries  that  San  Francisco  does  not 
typically  regulate  as  formula  retail),  firms  with  fewer  than  10  outlets  actually  employ  slightly  more 
workers  per  million  dollars  in  sales  (5.8)  compared  to  firms  with  10  or  more  outlets  (5.1).  These 
differences  may  in  part  reflect  differences  in  the  number  of  hours  that  employees  are  scheduled  to  work; 
the  Economic  Census  does  not  provide  information  on  hours  worked  or  part-  versus  full-time  status  of 
workers  by  firm  size. 


Figure  V-2.  US.  Retail  Firms  by  Number  of  Establishments:  Average  Jobs  per  Establishment,  Jobs  per 
Million  Dollars  in  Sales,  and  Annual  Average  Wages,  2007 


Jobs  per 
Establishment 

Jobs  per  Million 
Dollars  in  Sales 

Average  Annual 
Wages  per 
Employee 

All  Retail 

Firms  with  fewer  than  10  outlets 

7.8 

3.5 

$27,500 

Firms  with  10  or  more  outlets 

26.4 

4.3 

$20,800 

Excluding  Motor  Vehicles  and  Parts,  Gasoline  Stations,  and  Nonstore  Retailers 

Firms  with  fewer  than  10  outlets 

6.7 

5.8 

$22,900 

Firms  with  10  or  more  outlets 

30.1 

5.1 

$20,000 

Sources:  U.S.  Census  Bureau,  Economic  Census,  2007,  Strategic  Economics,  2014. 


Studies  have  shown  that  large  firms  are  generally  more  likely  to  offer  better  health  care  coverage, 
hire  more  minorities,  and  comply  with  labor  laws  compared  to  smaller  firms.  For  example,  a 2012 
national  survey  sponsored  by  the  Kaiser  Family  Foundation  found  that  61  percent  of  small  firms  (those 
employing  3 to  199  workers)  offered  workers  health  insurance,  compared  to  98  percent  of  finns  with  200 
workers  or  more.  Firms  with  fewer  than  10  workers  were  least  likely  to  offer  health  insurance  to 
employees,  with  only  50  percent  of  firms  of  this  size  offering  coverage  in  2012.  Workers  at  small  firms 
were  also  responsible  for  paying  a higher  share  of  costs  than  workers  at  large  firms.  ” A 200 1 national 
survey  of  employers  and  households  found  that  larger  firm  size  was  associated  with  hiring  significantly 
more  African-Americans.^'^  A 2009  survey  of  4,500  low-wage  workers  in  New  York,  Chicago,  and  Los 
Angeles  found  that  while  labor  law  violations  occur  at  firms  of  all  sizes,  workers  at  small  companies 
(employing  fewer  than  100  workers)  were  significantly  more  likely  to  experience  violations. 

These  differences  between  small  and  large  firms  may  haye  to  do  with  a number  of  factors,  including 
awareness  of  labor  laws,  hiring  methods,  and  financial  resources. 


Nirmita  Panchal,  Matthew  Rae,  and  Gary  Claxton,  Snapshots:  A Comparison  of  the  Availability  and  Cost  of 
Coverage  for  Workers  in  Small  Firms  and  Large  Firms  (Kaiser  Family  Foundation,  December  5,  2012), 
http://kff.org/private-insurance/issue-brief/snapshots-a-comparison-of-the-availability-and-cost-of-coverage-for- 
workers-in-small-firms-and-large-firms/. 

Philip  Moss  and  Chris  Tilly,  Stories  Employers  Tell:  Race,  Skill,  and  Hiring  in  America  (Russell  Sage  Foundation, 
2001). 

Annette  D.  Bernhardt  et  al.,  Broken  Laws,  Unprotected  Workers:  Violations  of  Employment  and  Labor  Laws  in 
America’s  Cities  (Center  for  Urban  Economic  Development,  2009). 
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Employment  and  Wages  at  Retail  Stores  and  Restaurants  in  San  Francisco 
This  section  provides  findings  on  employment  and  wages,  based  on  an  analysis  of  employment  data 
provided  by  the  California  Employment  Development  Department  (EDD)  from  the  Quarterly  Census  of 
Employment  and  Wages  (QCEW)  program.  QCEW  employment  data  are  derived  from  quarterly  tax 
reports  that  California  employers  are  required  to  submit  to  the  EDD  under  state  and  federal 
unemployment  insurance  laws.  The  data  count  all  workers  who  are  covered  by  unemployment  insurance 
and  who  worked  during,  or  received  pay  for,  a given  pay  period.  Business  owners,  self-employed 
workers,  unpaid  family  members,  and  certain  farm  and  domestic  workers  are  excluded  from  the 
employment  counts.^®  EDD  does  not  provide  information  on  part-time  versus  full-time  worker  status^’  or 
number  of  hours  worked;  such  information  is  not  available  at  the  local  level  from  any  known  data  source. 

For  the  purposes  of  this  study,  the  EDD  created  a customized  report  for  the  City  and  County  of  San 
Francisco  that  provided  employment  and  wage  data  for  selected  industries  (at  the  four-digit  North 
American  Industry  Classification  System  [NAICS]  level)  in  the  retail,  restaurant,  and  finance  sectors.  The 
data  were  provided  for  two  categories  of  firms: 

1)  Firms  located  in  San  Francisco  that  have  a single  location  in  California  (referred  to  as  “single- 
site” firms  below). 

2)  Firms  located  in  San  Francisco  that  have  multiple  worksites  in  California  (“multiple-site”  firms). 

Note  that  this  definition  of  “multiple-site”  firms  does  not  exactly  match  the  definition  of  “formula  retail” 
in  the  Planning  Code.  However,  the  EDD  data  represent  the  best  available  proxy  for  studying  the 
differences  in  employment  and  wages  at  formula  and  independent  retailers. 

Complete  results  are  provided  in  Figures  IV -3  through  IV-5.  Key  findings  from  the  analysis  are  discussed 
below. 

Approximately  47  percent  of  San  Francisco’s  retail  workers  and  18  percent  of  the  city’s  restaurant 
workers  are  employed  at  firms  with  multiple  locations  in  California.  In  total,  approximately  40,200 
people  worked  in  retail  stores  located  in  San  Francisco  in  2012,  while  another  52,600  worked  in  the  city’s 
restaurants.  Of  these  workers,  19,000  were  employed  at  stores  with  multiple  sites  in  California,  while 
9,400  were  employed  at  multiple-site  restaurants. 

Within  the  retail  sector,  the  industries  that  employ  the  most  people  in  San  Francisco  include 
grocery  stores  (7,000  workers),  clothing  stores  (6,900  workers),  department  stores  (4,500  workers), 
and  health  and  personal  care  stores  (4,100  workers).®*  Several  other  industries  each  employed  between 
1,000  and  2,000  workers  in  2012,  including  electronics  and  appliance  stores;  specialty  foods  stores;  home 
furnishings  stores;  building  materials  and  supplies  dealers;  other  miscellaneous  store  retailers;  sporting 
good,  hobby,  and  musical  instrument  stores;  and  office  supply,  stationery,  and  gift  stores. 

More  than  60  percent  of  workers  in  the  city’s  health  and  personal  care,  clothing,  grocer},  and 
department  store  industries  are  employed  at  firms  that  have  multiple  sites  in  California.  Eighty 


Bureau  of  Labor  Statistics,  “Employment  and  Wages  Online,”  2010, 
http://www.bls.aov/cew/cewbultn  10.  htm#Emplovment. 

Some  studies  suggest  that  the  distinction  between  part-  and  full-time  jobs  in  the  retail  industry  has  become  less 
about  number  of  hours  worked,  and  more  about  status,  wage  levels,  and  access  to  a benefits  package.  Many  retail 
managers  in  the  U.S.  report  shortening  the  number  of  hours  guaranteed  to  full-time  workers,  while  increasing  the 
number  of  hours  worked  by  part-time  employees  (who  typically  receive  lower  hourly  pay  and  fewer  benefits).  Carre 
and  Tilly,  Short  Hours,  Long  Hours. 

The  health  and  personal  care  stores  category  includes  pharmacies  and  drug  stores,  cosmetics  stores,  optical 
goods  stores,  and  other  health  and  personal  care  stores. 


Formula  Retail  Phase  II  Report 


-54- 


April  10,  2014 


DRAFT 


percent  of  health  and  personal  care  workers,  66  percent  of  clothing  store  workers,  and  64  percent  of 
grocery  store  workers  were  employed  at  multiple-site  firms  in  2012.  Employment  data  by  number  of 
worksites  are  not  available  for  department  stores  due  to  confidentiality  concerns,  but  15  out  of  San 
Francisco’s  16  department  stores  had  multiple  sites  in  the  state.  In  several  other  industries  - including 
shoe  stores;  sporting  goods,  hobby,  and  musical  instrument  stores;  electronics  and  appliance  stores;  lawn 
and  garden  equipment  stores;  and  other  general  merchandise  stores  - just  over  half  of  all  workers  were 
employed  at  multiple-site  firms. 

On  a per-establishment  basis,  firms  with  multiple  sites  tend  to  employ  more  workers  in  San 
Francisco  than  firms  with  a single  location.  On  average,  multiple-site  restaurants  employed  27  workers 
per  establishment  in  2012,  compared  to  15  workers  for  single-site  restaurants.  Similarly,  multiple-site 
stores  employed  an  average  of  23  workers  per  store  in  2012,  compared  to  8 workers  per  single-site  store. 
These  averages  mask  significant  variation  in  the  average  number  of  workers  employed  among  different 
types  of  stores,  but  multiple-site  stores  employ  more  workers  per  establishment  in  almost  every  retail 
category.  For  example,  multiple-site  grocery  stores  employed  an  average  of  91  workers,  compared  to  9 
workers  per  store  for  single-site  grocery  store.  In  comparison,  multiple-site  health  and  personal  care  stores 
employed  15  workers  per  store,  compared  to  6 workers  per  store  for  single-site  firms  in  the  same  industry. 

Note  that  these  differences  may  be  due  in  part  to  different  scheduling  practices;  multiple-site  firms  may 
tend  to  hire  more  part-time  or  temporary  workers.  In  addition,  the  average  number  of  employees  per  store 
may  reflect  underlying  differences  in  single-  and  multiple-site  businesses.  For  example.  Chapter  IV  shows 
that  formula  retail  establishments  tend  to  occupy  bigger  floor  plates  than  independent  businesses,  and 
larger  businesses  would  be  expected  to  employ  more  workers.  Other  factors  may  be  specific  to  particular 
types  of  retail.  For  example,  the  grocery  store  category  includes  both  supennarkets  - which  have  large 
floor  plates  and  employ  dozens  of  workers  - and  small,  independently  owned  comer  stores. 

Retail  stores  and  restaurants  are  among  the  lowest-paying  industries  in  the  city,  but  there  is 
significant  variation  in  pay  within  the  retail  sector.  In  2012,  the  average  wage  for  all  workers 
employed  by  privately  owned  firms  in  San  Francisco  was  $1,680  per  week.^®  In  comparison,  the  average 
weekly  wage  for  San  Francisco  workers  was  $815  at  retail  stores  and  $490  at  restaurants.  However, 
employers  in  some  retail  subsectors  paid  significantly  higher  average  wages.  In  the  electronics  and 
appliance  store,  home  furnishings,  automobile  dealer,^®  and  furniture  store  categories,  workers  earned  an 
average  of  $1,200  to  $1,600  a week.  Other  retail  jobs  tend  to  pay  much  less.  For  example,  workers  at 
sporting  goods/musical  instrument  stores,  shoe  stores,  lawn  and  garden  equipment  stores,  specialty  food 
stores,  gasoline  stations,  and  book,  periodical,  and  music  stores  were  paid  less  than  $575  a week  on 
average  in  2012. 

As  with  the  average  number  of  workers  per  store,  average  pay  rates  likely  reflect  a range  of  factors 
including  the  ratio  of  full-time  to  part-time  workers,  the  number  of  workers  who  worked  the  full  year,  and 
the  number  of  individuals  in  high-paying  versus  low-paying  occupations  within  each  industry.^’ 

The  difference  in  average  pay  rate  between  single-  and  multiple-site  stores  and  restaurants  also 
varies  significantly  by  industry.  On  average,  single-  and  multiple-site  stores  and  restaurants  pay  very 
similar  wages.  However,  the  averages  obscure  large  differences  within  some  industries.  For  example,  in 
the  electronics  and  appliance,  furniture,  office  supplies/stationery/gift,  other  general  merchandise,  health 
and  personal  care,  and  grocery  store  industries,  workers  at  multiple-site  stores  earned  between  $110  and 


All  wages  assume  a 50-week  work  year. 

Note  that  automobile  dealers  are  not  currently  covered  by  San  Francisco’s  formula  retail  controls. 

State  of  California  Employment  Development  Department,  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014. 
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$1,285  a week  more  than  workers  at  single-site  stores.  However,  at  stores  selling  automobile  parts  and 
accessories,  liquor,  shoes,  sporting  goods,  used  merchandise,  home  furnishings,  and  other  miscellaneous 
goods,  workers  at  multiple-site  stores  earned  between  $120  and  $1,630  less  than  workers  at  single-site 
stores. 
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Figure  V-3.  Total  Workforce  by  Industry  (Retail,  Restaurant,  and  Finance)  and  Single-  versus  Multiple- 
Site  Firms:  San  Francisco,  2012 


NAICS 

Code 

Industry 

Single- 

Site 

Firms 

Firms  with 
Multiple 
Sites 

Total  Workforce  (a) 

Firms  with 
Multiple 

Total,  All  Sites  as  % 

Firms  of  All  Firms 

Stores 

4451 

Grocery  Stores 

2,523 

4,550 

7,072 

64% 

4481 

Clothing  Stores 

2,307 

4,578 

6,885 

66% 

4521 

Department  Stores 

* 

* 

4,461 

* 

4461 

Health  and  Personal  Care  Stores 

792 

3,256 

4,048 

80% 

4431 

Electronics  and  Appliance  Stores 

924 

996 

1,920 

52% 

4452 

Specialty  Food  Stores 

1,570 

212 

1,782 

12% 

4422 

Home  Furnishings  Stores 

1,166 

615 

1,781 

35% 

4441 

Building  Material  and  Supplies  Dealers 

922 

513 

1,435 

36% 

4539 

Other  Miscellaneous  Store  Retailers 

983 

366 

1,349 

27% 

4511 

Sporting  Goods,  Hobby,  Musical  Instrument  Stores 

617 

680 

1,297 

52% 

4532 

Office  Supplies,  Stationery,  Gift  Stores 

671 

455 

1,125 

40% 

4482 

Shoe  Stores 

406 

588 

993 

59% 

4411 

Automobile  Dealers  (b) 

600 

299 

900 

33% 

4529 

Other  General  Merchandise  Stores 

416 

425 

841 

51% 

4483 

Jewelry,  Luggage,  Leather  Goods  Stores 

525 

285 

810 

35% 

4471 

Gasoline  Stations  (b) 

511 

200 

711 

28% 

4533 

Used  Merchandise  Stores 

400 

269 

669 

40% 

4453 

Beer,  Wine,  and  Liquor  Stores 

417 

77 

494 

16% 

4512 

Book,  Periodical,  and  Music  Stores 

282 

210 

492 

43% 

4421 

Furniture  Stores 

284 

158 

442 

36% 

4413 

Automotive  Parts,  Accessories,  and  Tire  Stores 

181 

141 

322 

44% 

4531 

Florists 

176 

0 

177 

0% 

4442 

Lawn  and  Garden  Equipment  and  Supplies  Stores 

81 

87 

167 

52% 

Total  Stores 

16,753 

18,956 

40,172 

47% 

Restaurants 

7225  Restaurants 

38,120 

8,364 

46,483 

18% 

7224 

Drinking  Places  (Alcoholic  Beverages) 

3,230 

0 

3,230 

0% 

7223 

Special  Food  Services  (b) 

1,903 

983 

2,887 

34% 

Total  Restaurants 

43,253 

9,347 

52,600 

18% 

Banks,  Credit  Unions,  Savings  & Loans 

5221  Depository  Credit  Intermediation 

912 

10,949 

11,861 

92% 

(a)  Average  monthly  employment  in  2012. 

(b)  Use  not  subject  to  San  Francisco's  formula  retail  controls. 

‘Suppressed  to  preserve  confidentiality 

“Single-Site  Firms”  are  firms  that  reported  one  worksite  in  California;  "Firms  with  Multiple  Sites"  reported  multiple  worksites  in 
California. 

Acronyms: 

NAICS:  North  American  Industry  Classification  System 

Sources:  State  of  California  Employment  Development  Department  (EDD).  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014.  Based  on  EDD  data  that  have  not  been  independently  verified. 
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Figure  V-4.  Average  Workers  per  Establishment  by  Industry  (Retail,  Restaurant,  and  Finance)  and 
Single-  versus  Multiple-Site  Firms:  San  Francisco,  2012 


NAICS 

Code 

Industry 

Average  Workers  per  Establishment 

Single-Site  Firms  with 

Firms  Multiple  Sites  All  Firms 

Stores 

4451 

Grocery  Stores 

9 

91 

22 

4481 

Clothing  Stores 

10 

28 

17 

4521 

Department  Stores 

* 

* 

297 

4461 

Health  and  Personal  Care  Stores 

6 

15 

12 

4431 

Electronics  and  Appliance  Stores 

9 

15 

11 

4452 

Specialty  Food  Stores 

9 

10 

9 

4422 

Home  Furnishings  Stores 

14 

27 

16 

4441 

Building  Material  and  Supplies  Dealers 

9 

21 

11 

4539 

Other  Miscellaneous  Store  Retailers 

5 

25 

7 

4511 

Sporting  Goods,  Hobby,  Musical  Instrument  Stores 

8 

28 

12 

4532 

Office  Supplies,  Stationery,  Gift  Stores 

5 

12 

6 

4482 

Shoe  Stores 

15 

14 

14 

4411 

Automobile  Dealers  (a) 

67 

75 

69 

4529 

Other  General  Merchandise  Stores 

10 

71 

18 

4483 

Jewelry,  Luggage,  Leather  Goods  Stores 

5 

13 

6 

4471 

Gasoline  Stations  (a) 

10 

7 

9 

4533 

Used  Merchandise  Stores 

7 

13 

9 

4453 

Beer,  Wine,  and  Liquor  Stores 

5 

19 

6 

4512 

Book,  Periodical,  and  Music  Stores 

9 

22 

13 

4421 

Furniture  Stores 

5 

11 

6 

4413 

Automotive  Parts,  Accessories,  and  Tire  Stores 

7 

11 

8 

4531 

Florists 

3 

N/A 

3 

4442 

Lawn  and  Garden  Equipment  and  Supplies  Stores 

5 

14 

8 

Total  Stores 

8 

23 

14 

Restaurants 

7225  Restaurants 

16 

28 

17 

7224 

Drinking  Places  (Alcoholic  Beverages) 

10 

N/A 

10 

7223 

Special  Food  Services  (a) 

24 

20 

22 

Total  Restaurants 

15 

27 

17 

Banks,  Credit  Unions,  Savings  & Loans 

5221  Depository  Credit  Intermediation 

31 

36 

35 

(a)  Use  not  subject  to  San  Francisco's  formula  retail  controls. 

'Suppressed  to  preserve  confidentiality 

“Single-Site  Firms”  are  firms  that  reported  one  worksite  in  California;  “Firms  with  Multiple  Sites”  reported  multiple  worksites  in 
California. 

Acronyms: 

N/A:  Not  applicable  (no  firms  fall  in  these  categories) 

NAICS:  North  American  Industry  Classification  System 

Source:  State  of  California  Employment  Development  Department  (EDD),  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014.  Based  on  EDD  data  that  have  not  been  independently  verified. 
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Figure  V-5.  Average  Weekly  Pay  per  Employee  by  Industry  (Retail,  Restaurant,  and  Finance)  and  Single- 
versus  Multiple-Site  Firms:  San  Francisco,  2012  


NASCS 

Code 

Induatiy 

Single- 

Site 

Firms 

Average  Weekly  Pay  per  Employee  (a) 

Firms 

with  Differ- 

Multiple  All  ence  % Diff- 

Sites  Firms  (b)  erence 

Stores 

4451 

Grocery  Stores 

$523 

$634 

$595 

$111 

18% 

4481 

Clothing  Stores 

$575 

$631 

$611 

$56 

9% 

4521 

Department  Stores 

* 

* 

$757 

* 

4461 

Health  and  Personal  Care  Stores 

$923 

$1,141 

$1,098 

$218 

19% 

4431 

Electronics  and  Appliance  Stores 

$982 

$2,267 

$1,648 

$1,285 

57% 

4452 

Specialty  Food  Stores 

$508 

$447 

$500 

-$61 

-14% 

4422 

Home  Furnishings  Stores 

$2,124 

$495 

$1,561 

-$1,629 

-329% 

4441 

Building  Material  and  Supplies  Dealers 

$926 

$858 

$902 

-$68 

-8% 

4539 

Other  Miscellaneous  Store  Retailers 

$1,066 

$681 

$962 

-$385 

-57% 

4511 

Sporting  Goods,  Hobby,  Musical  Instrument  Stores 

$683 

$466 

$573 

-$217 

-47% 

4532 

Office  Supplies,  Stationery,  Gift  Stores 

$486 

$745 

$588 

$259 

35% 

4482 

Shoe  Stores 

$639 

$424 

$512 

-$214 

-51% 

4411 

Automobile  Dealers  (c) 

$1,507 

$1,592 

$1,534 

$85 

5% 

4529 

Other  General  Merchandise  Stores 

$534 

$773 

$655 

$240 

31% 

4483 

Jewelry,  Luggage,  Leather  Goods  Stores 

$1,095 

$1,062 

$1,085 

-$34 

-3% 

4471 

Gasoline  Stations  (c) 

$488 

$449 

$477 

-$38 

-9% 

4533 

Used  Merchandise  Stores 

$894 

$475 

$726 

-$419 

-88% 

4453 

Beer,  Wine,  and  Liquor  Stores 

$635 

$428 

$603 

-$207 

-48% 

4512 

Book,  Periodical,  and  Music  Stores 

$483 

$409 

$452 

-$74 

-18% 

4421 

Furniture  Stores 

$1,116 

$1,560 

$1,273 

$444 

28% 

4413 

Automotive  Parts,  Accessories,  and  Tire  Stores 

$837 

$718 

$784 

-$118 

-16% 

4531 

Florists 

$593 

N/A 

$592 

N/A 

N/A 

4442 

Lawn  and  Garden  Equipment  and  Supplies  Stores 

$538 

$484 

$508 

-$55 

-11% 

Total  Stores 

$823.19 

$821 

$815 

-$2 

0% 

Restaurants 

7225  Restaurants 

$490 

$494 

$494 

$3 

1% 

7224 

Drinking  Places  (Alcoholic  Beverages) 

$431 

N/A 

$431 

N/A 

N/A 

7223 

Special  Food  Services  (b) 

$472 

$664 

$539 

$191 

29% 

Total  Restaurants 

$485 

$512 

$493 

$26 

5% 

Banks,  Credit  Unions,  Savings  & Loans 

5221  Depository  Credit  Intermediation 

$2,284 

$2,900 

$2,852 

$616 

21% 

(a)  Assumes  50-week  work  year. 

(b)  Average  weekly  pay  for  firms  with  multiple  sites,  minus  average  weekly  pay  for  single-site  firms. 

(c)  Use  not  subject  to  San  Francisco's  formula  retail  controls. 

‘Suppressed  to  preserve  confidentiality 

“Single-Site  Firms”  are  firms  that  reported  one  worksite  in  California;  "Firms  with  Multiple  Sites”  reported  multiple  worksites  in 
California. 

Acronyms; 

N/A:  Not  applicable  (no  firms  fall  in  these  categories) 

NAICS:  North  American  Industry  Classification  System 

Source:  State  of  California  Employment  Development  Department  (EDD),  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014.  Based  on  EDD  data  that  have  not  been  independently  verified. 
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Employee  Benefits 

In  2009,  two  years  after  the  adoption  of  San  Francisco’s  Paid  Sick  Leave  Ordinance  and  one  year  after  the 
adoption  of  the  Health  Care  Security  Ordinance,  researchers  at  U.C.  Berkeley  surveyed  1,010  firms  in 
San  Francisco  and  elsewhere  in  the  Bay  Area  on  their  health  benefit  and  paid  sick  leave  offerings.  Results 
were  broken  down  by  firm  size  (number  of  workers  at  location)  and,  for  paid  sick  leave,  by  industry.®^ 
Note  that  all  results  discussed  below  are  based  on  data  gathered  prior  to  the  adoption  of  the  Affordable 
Care  Act  (ACA),  which  introduced  a series  of  policies  designed  to  improve  access  to  health  coverage. 
Most  of  provisions  of  the  ACA  went  into  effect  at  the  beginning  of  2014. 

This  section  discusses  the  results  of  the  survey.  Figures  V-6  and  V-7  show  the  percent  of  surveyed  firms 
that  offered  health  insurance  and  the  deductible  of  the  most  popular  health  plans  by  firm  size  and  location. 
Figure  V-8  shows  the  percent  of  surveyed  firms  that  offered  paid  sick  leave  by  firm  size  and  industry. 
Key  findings  are  as  follows. 

Firms  in  San  Francisco  were  more  likely  to  offer  health  insurance  than  firms  elsewhere  in  the  Bay 
Area  in  2009.  In  San  Francisco,  99  percent  of  large  firms  (100  or  more  employees)  and  92  percent  of 
medium  firms  (20  to  99  employees)  offered  health  insurance  in  2009,  compared  to  96  percent  of  large 
firms  and  90  percent  of  medium  firms  elsewhere  in  the  Bay  Area  (Figure  V-6). 

Compared  to  large  firms,  small  firms  were  less  likely  to  offer  health  insurance  and  more  likely  to 
offer  policies  with  higher  deductibles.  In  San  Francisco,  just  over  70  percent  of  small  firms  (4  to  19 
employees)  offered  insurance  in  2009  (Figure  V-6).  Of  those  firms  that  offered  insurance,  small  firms 
were  much  more  likely  than  medium  or  large  firms  to  have  a high  deductible  (more  than  $1,000)  for  the 
most  popular  plan  (Figure  V-7).  The  2009  survey  did  not  collect  data  on  small  firms  located  elsewhere  in 
the  Bay  Area,  but  the  percentage  of  small  firms  offering  insurance  in  San  Francisco  appears  to  be  high  by 
national  standards.  As  a point  of  comparison,  a national  study  by  the  Kaiser  Foundation  found  that  only 
50  percent  of  firms  with  fewer  than  10  workers  offered  health  insurance  to  their  employees  in  2012.®^ 


As  discussed  above,  formula/multiple-site  retail  stores  and  restaurants  tend  to  be  significantly  larger  than 
independent/single-site  businesses.  The  results  shown  below  were  reported  in  William  H.  Dow,  Arindrajit  Dube,  and 
Carrie  Hoverman  Colla,  Bay  Area  Employer  Health  Benefits  Survey:  Health  Benefits  Report  2009  (University  of 
California  Berkeley,  May  2010),  http://www.irle.berkeley.edu/cwed/wp/healthbenefits10.pdf;  and  Vicky  Lovell, 
“Universal  Paid  Sick  Leave,”  in  When  Mandates  Work:  Raising  Labor  Standards  at  the  Local  Level  {Berkeley: 
University  of  California  Press,  2014),  197-225. 

Panchal,  Rae,  and  Claxton,  Snapshots. 
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SF  Firms  SF  Firms 

with  100+  with  20-99 

Employees  Employees 


SF  Firms 
with  4-19 
Employees 


Non-SF  Firms 
with  100+ 
Employees 


Non-SF  Firms 
with  20-99 
Employees 


Source:  "Bay  Area  Employer  Health  Benefits  Survey:  Health  Benefits  Report  2009." 


Figure  V-7.  Deductible  of  Most  Popular  Health  Plan,  by  Firm  Size  and  Location  (San  Francisco  versus 
Elsewhere  in  the  Bay  Area),  2009 
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with  100+  Employees 


SF  Firms 
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SF  Firms 
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Source:  "Bay  Area  Employer  Health  Benefits  Survey:  Health  Benefits  Report  2009." 
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While  the  majority  of  San  Francisco  firms  provided  paid  sick  leave  in  2009,  paid  sick  leave  was  less 
common  at  small  businesses  and  businesses  in  the  leisure  and  hospitality  and  retail  and  wholesale 
trade  sectors.  The  2007  Paid  Sick  Leave  Ordinance  mandated  that  all  employees  who  work  in  San 
Francisco,  including  part-time  and  temporary  workers,  are  entitled  to  paid  time  off  from  work  when  they 
or  their  family  members  are  sick  or  need  medical  care.  As  of  2009,  82  percent  of  all  firms  in  San 
Francisco  indicated  that  they  were  in  compliance  with  the  law  (Figure  V-8).  In  comparison,  78  percent  of 
veiy  small  businesses  (fewer  than  10  employees),  62  percent  of  businesses  in  the  hospitality  trade,  and  78 
percent  of  businesses  in  the  retail  and  wholesale  trade  provided  paid  sick  leave.^'* 

Figure  V-8.  Percent  of  San  Francisco  Firms  Providing  Paid  Sick  Leave  by  Number  of  Workers  and 
Sector,  2009 

% of  Firms 


Providing  Paid 
Sick  Leave 


Number  of  Workers  at  Firm 
(All  Industries) 

1 to  9 

78.4% 

10  to  24 

92.0% 

25  to  49 

97.5% 

50  or  More 

99.4% 

Sector  (All  Firm  Sizes) 

Leisure  and  Hospitality 

62.1% 

Retail  and  Wholesale  Trade 

77.9% 

All  Firms 

82.1% 

Sources;  Bay  Area  Employer  Health  Benefits  Survey,  2009;  Calculations  by  Lovell,  2014. 

Summary  of  Findings 

Employment  practices  vary  as  much  or  more  by  retail  subsector  and  firm  size  as  by  whether  a business  is 
“formula”  or  “independent.”  On  average,  single-  and  multiple-site  retail  stores  and  restaurants  in  San 
Francisco  pay  similar  wages.  However,  these  averages  mask  large  pay  differences  within  some  retail 
subsectors.  Firms  with  multiple  sites  do  tend  to  employ  significantly  more  workers  than  firms  with  a 
single  location,  although  some  of  the  difference  may  be  due  to  scheduling  and  other  business  practices 
(e.g.,  multiple-site  firms  may  tend  to  hire  more  part-time  or  temporary  workers). 

Both  nationally  and  in  San  Francisco,  retail  stores,  restaurants,  and  smaller  firms  typically  provide  fewer 
benefits  compared  to  other  types  of  businesses.  However,  San  Francisco’s  labor  laws  raise  the  floor,  so 
that  firms  in  all  industries  are  required  to  offer  higher  pay  and  better  benefits  compared  to  their 
counterparts  elsewhere  in  the  country  (although  small  firms  are  exempt  from  some  requirements). 


^ For  most  types  of  firms,  the  percentage  offering  paid  sick  leave  in  2009  represented  a significant  increase  from 
before  the  Paid  Sick  Leave  Ordinance  went  into  effect.  Prior  to  the  implementation  of  the  ordinance,  only  64  percent 
of  very  small  firms  (fewer  than  10  workers),  24  percent  of  hospitality  firms,  and  62  percent  of  retail  and  wholesale 
trade  firms  offered  paid  sick  leave. 
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VI.  FORMULA  RETAIL  AND  THE  REAL  ESTATE  MARKET 


This  chapter  explores  the  relationships  among  the  commercial  real  estate  market  in  San  Francisco’s 
neighborhood  districts,  formula  retail  controls,  and  formula  retail  establishments.  In  addition  to 
qualitatively  assessing  the  roles  that  formula  retail  and  the  controls  play  in  neighborhood  districts. 
Strategic  Economics  used  data  from  CoStar,  a commercial  vendor,  to  examine  whether  the  approval, 
disapproval,  or  withdrawal  of  conditional  use  (CU)  applications  is  correlated  with  either  increases  or 
decreases  in  area  rental  rates  and  vacancies  in  selected  neighborhood  districts. 

Background  and  Methodology 

Although  individual  brokers  and  businesses  have  many  anecdotes  about  the  impact  of  either  formula  retail 
controls  or  formula  retail  businesses  on  the  commercial  real  estate  market,  it  is  difficult  to  isolate  and 
measure  those  impacts  on  a citywide  or  even  neighborhood  basis.  The  performance  of  neighborhood 
commercial  districts  is  constantly  shifting  due  to  broader  economic  trends  and  other  factors,  and  each  of 
San  Francisco’s  individual  shopping  districts  has  its  own  unique  character  and  serves  a distinct  market, 
making  the  districts  difficult  to  compare.  Moreover,  no  known  sources  collect  reliable  data  - especially 
time  series  data  - on  rents  and  vacancies  in  neighborhood-serving  districts. 

In  order  to  explore  the  relationship  between  formula  retail  and  the  real  estate  market  in  light  of  these 
challenges,  this  chapter  draws  on  multiple  qualitative  and  quantitative  sources.  These  include  comments 
provided  by  real  estate  brokers,  merchant  association  representatives,  and  other  stakeholders  during  the 
first  round  of  focus  groups;  interviews  with  several  additional  San  Francisco  real  estate  brokers;  published 
broker  reports;^^  and  a case  study  analysis  of  CoStar  data. 

CoStar  contacts  brokers,  owners,  and  developers  on  a quarterly  basis,  surveying  them  about  vacancies, 
asking  rents,  rents  from  recent  transactions,  tenants,  and  other  information.  In  San  Francisco,  CoStar 
tracks  more  than  7,000  retail  buildings,  most  of  which  are  located  in  and  around  Downtown.  Although 
CoStar  maintains  the  largest  and  most  comprehensive  database  of  commercial  real  estate  information  in 
the  country,  the  brokers  interviewed  for  this  chapter  cautioned  that  the  data  should  be  interpreted  with 
great  care.  CoStar’ s information  is  self-reported  by  real  estate  brokers,  many  of  whom  withhold  rental 
rates  in  order  to  protect  their  competitive  position.  In  addition,  many  properties  are  not  listed  on  CoStar. 
Small  landlords  in  neighborhood  commercial  districts  are  particularly  unlikely  to  list  their  properties  with 
CoStar.  Despite  these  limitations,  CoStar  remains  the  only  available  source  for  neighborhood-level  data 
on  rents  and  vacancies  and  - given  that  the  data  are  collected  by  a single  source  using  a consistent  method 
over  time  - can  at  least  be  expected  to  capture  broad  trends  over  time. 

Strategic  Economics  used  the  CoStar  database  to  collect  quarterly  data  on  rents  and  vacancies  in 
neighborhood  commercial  districts  (NCDs).  After  collecting  data  on  a number  of  NCDs  located 
throughout  the  city.  Strategic  Economics  selected  for  further  analysis  four  districts  that  had  attracted  at 
least  four  to  six  conditional  use  applications  since  2007,  and  for  which  CoStar  reported  a sufficient 
number  of  transactions  in  most  quarters  to  produce  meaningful  data  on  rents  and  vacancies.  These 
districts  are  the  Mission  Street  Neighborhood  Commercial  Transit  District  (NCT),  the  Ocean  Avenue 
NCT,  Lombard  and  Chestnut  Streets  between  Fillmore  and  Divisadero  Streets,  and  Geary  Boulevard 


Terranomics  Retail  Services,  “San  Francisco  Retail  Report,"  Second  Quarter  2013;  Marcus  & Millichap,  “Market 
Overview:  San  Francisco  Market  Overview,"  Third  Quarter  2013;  CoStar,  “The  CoStar  Retail  Report:  San  Francisco 
Retail  Market,”  Year-End  2013. 
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between  28*  and  Masonic  Avenues.®^  For  comparison,  data  were  also  collected  on  the  broader 
submarkets  in  which  the  neighborhood  commercial  districts  are  located.®’ 

Findings 

Understanding  the  Retail  Market 

Retail  rents  and  vacancies  are  influenced  by  many  factors,  including  broader  economic  trends,  the 
location  of  specific  neighborhoods  and  storefronts,  and  landlord  and  tenant  expectations.  This  section 
discusses  some  of  the  general  factors  that  influence  local  retail  markets. 

Fundamentally,  retail  real  estate  markets  are  driven  by  demand  for  goods  and  services.  Consumer 
demand  is  strongly  affected  by  the  performance  of  the  regional,  national,  and  global  economy. 

At  the  local  level,  rents  and  vacancies  vary  significantly  depending  on  location,  reflecting  the 
customer  traffic  and  sales  volume  that  different  locations  are  expected  to  yield.  For  example,  rents 
will  tend  to  be  higher  and  vacancies  lower  in  shopping  districts  that  draw  many  visitors  from  across  the 
region  or  serve  a neighborhood  with  high  average  incomes,  factors  that  typically  generate  high  retail  sales 
volumes.  Retailers  also  benefit  from  clustering  with  other  retailers;  a concentration  of  retail  activity 
creates  a destination  that  offers  variety  and  selection,  attracting  more  shoppers. 

Successful  shopping  districts  are  often  anchored  by  a large,  name-brand  retailer  that  drives 
business  to  smaller  retailers  in  the  same  district.  A cluster  of  similar  businesses,  such  as  restaurants  or 
clothing  boutiques,  can  also  act  as  an  anchor. 

National  retailers  typically  seek  large,  prominent  storefronts,  while  mom-and-pop  retailers  are 
often  better  suited  for  (and  can  better  afford)  smaller,  shallower  spaces.  The  location  and 
characteristics  of  any  given  storefront  will  also  affect  how  long  the  property  stays  vacant,  the  types  of 
tenants  that  the  space  can  attract,  and  the  rent  that  the  landlord  can  charge.  Retail  tenants  typically  prefer 
spaces  that  are  highly  visible  and  accessible  to  prospective  shoppers,  but  individual  tenants  often  have 
very  specific  requirements  for  the  kind  of  space  that  they  occupy.  For  example,  restaurants  require 
specific  utility  connections  and  ventilation  improvements. 

Landlords  often  perceive  a benefit  in  renting  to  national  or  regional  chains.  The  expectations  and 
resources  of  individual  landlords  and  tenants  will  affect  the  terms  of  any  given  transaction.  For  instance, 
landlords  often  perceive  a benefit  in  renting  to  chains,  which  typically  have  better  credit  and  can  sign 
longer  leases  than  local,  independent  retailers,  lowering  the  risk  that  the  tenant  will  be  unable  to  pay  its 
rent.  Landlords  also  have  an  interest  in  renting  a vacant  space  and  beginning  to  collect  rent  as  soon  as 
possible. 

Regulations  that  restrict  the  potential  range  of  tenants  - such  as  controls  on  where  formula  retail 
can  locate  - would  be  expected  to  drive  down  rents  and  increase  vacancies.  Land  use  regulations  can 
affect  the  real  estate  market  by  constraining  the  supply  or  viability  of  retail  space.  Some  zoning 
regulations,  like  formula  retail  controls,  effectively  limit  the  viability  of  retail  space  by  restricting  the 
types  of  tenants  that  are  permitted  in  particular  locations  or  increasing  the  time  and  cost  of  receiving 
entitlements.  These  types  of  regulations  would  be  expected  to  decrease  rents  and  increase  vacancy  rates. 
On  the  other  hand,  zoning  regulations  can  also  effectively  limit  the  supply  of  retail  space  by  restricting  the 

Several  districts  were  initially  included  in  the  analysis  but  had  to  be  discarded  due  to  insufficient  data.  These 
include  the  Polk  Street  NCD,  Lakeside  Plaza,  and  the  Upper  Fillmore  NCD. 

CoStar  divides  San  Francisco  into  several  submarkets.  The  Mission  Street  and  Ocean  Street  NCTs  are  located  in 
the  “Southern  City”  submarket,  which  includes  the  area  south  of  16*  Street  and  west  of  Highway  101. 
Lombard/Chestnut  and  Geary  are  located  in  the  “West  of  Van  Ness”  submarket,  which  includes  the  area  west  of  Van 
Ness  Avenue  and  north  of  16*  Street. 
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location,  amount,  or  type  of  retail  development  that  can  occur.  Regulations  that  limit  supply  would 
typically  be  expected  to  increase  rents  and  decrease  vacancy  rates.  In  addition  to  the  formula  retail 
controls,  the  San  Francisco  Planning  Code  includes  many  other  provisions  that  restrict  the  ability  of 
property  owners  to  develop  new  space,  and  the  types  of  tenants  that  are  permitted  in  certain  locations. 

San  Francisco’s  Commercial  Real  Estate  Market  and  Formula  Retail 

San  Francisco’s  retail  market  is  among  the  strongest  in  the  country,  but  rents  vary  significantly  by 
location  within  the  city.  San  Francisco’s  low  unemployment  rate  and  growing  household  incomes  have 
led  to  a booming  commercial  real  estate  sector.  Terranomics,  a real  estate  firm  focused  on  the  retail  sector 
in  Northern  California,  reported  that  asking  rents  for  freestanding  and  street  level  retail  space  increased  10 
to  15  percent  between  mid-2012  and  mid-2013  in  the  city  as  a whole.  Average  asking  rents  in  the  second 
quarter  of  2013  ranged  from  $20  per  square  foot  per  year  (NNN^*)  in  some  outlying  areas  to  between  $50 
and  $60  in  the  heart  of  the  Financial  District  and  $100  to  $200  at  Union  Square.^^  These  rents  reflect  the 
range  of  sales  volumes  that  stores  can  expect  to  generate  in  different  locations  within  the  city. 

The  formula  retail  regulations  create  disincentives  for  formula  retailers  to  locate  in  San  Francisco's 
neighborhood  commercial  districts.  According  to  brokers  who  work  with  chain  retailers,  obtaining  a 
formula  retail  CU  authorization  typically  takes  6 to  12  months  and  can  cost  tens  of  thousands  of  dollars, 
including  fees  for  attorneys,  architects,  and  community  outreach  consultants  and  other  costs.  As  a result, 
brokers  report  that  many  formula  retailers  are  unwilling  to  consider  locations  in  San  Francisco’s 
neighborhood  commercial  districts.  In  addition,  because  of  the  time,  cost,  and  uncertainty  associated  with 
the  CU  process,  formula  retailers  typically  insist  on  leases  that  give  the  tenant  the  right  to  terminate  if  the 
tenant  does  not  succeed  in  obtaining  the  necessary  entitlements,  and/or  to  delay  paying  rent  until  the 
entitlements  are  issued. 

The  formula  retail  regulations  also  create  costs  and  uncertainty  for  landlords,  but  market 
conditions  in  the  most  attractive  markets  may  still  favor  formula  retailers.  For  landlords,  these 
provisions  mean  that  signing  a formula  retailer  as  a tenant  can  entail  significant  opportunity  costs  (i.e.,  no 
rent  for  6 to  12  months)  and  uncertainty.  On  the  other  hand,  many  landlords  in  San  Francisco’s  most 
attractive  retail  markets  (e.g..  Upper  Fillmore)  require  letters  of  credit  guaranteeing  6 to  12  months’  worth 
of  rent,  and/or  charge  a several  thousand  dollars  in  “key  money”  as  a condition  of  signing  the  lease.’® 
Start-ups  and  other  independent  retailers  often  find  it  difficult  to  meet  these  requirements. 

Formula  retail  controls  may  help  lower  costs  for  independent  retailers,  but  most  of  these  retailers 
are  not  suited  for  spaces  with  large  floor  plates.  By  making  neighborhood  commercial  districts  less 
attractive  for  formula  retailers,  the  formula  retail  controls  likely  help  create  lower-cost  opportunities  for 
independent  retailers  who  cannot  compete  for  space  in  San  Francisco’s  premium  retail  locations. 
However,  most  independent  retailers  are  best  suited  for  smaller  storefronts;  as  discussed  in  Chapter  fV,  80 
percent  of  independent  retailers  occupy  3,000  square  feet  or  less,  while  85  percent  of  formula  retailers 
occupy  more  than  3,000  square  feet.  Brokers  report  that  large,  deep  spaces  may  sit  empty  for  extended 
periods  of  time  if  a formula  retail  CU  application  is  disapproved  or  withdrawn,  and  that  these  vacant 
spaces  can  act  as  a drag  on  the  vibrancy  and  overall  performance  of  the  surrounding  district.” 


In  a triple  net  (NNN)  lease,  the  tenant  agrees  to  pay  all  real  estate  taxes,  building  insurance,  and  maintenance  on 
the  property  in  addition  to  rent  and  utilities. 

Terranomics,  2013. 

Note  that  “key  money"  can  refer  to  payments  that  new  tenants  make  either  to  a landlord  in  order  to  secure  a lease, 
or  to  an  existing  tenant  for  the  right  to  assume  the  tenant’s  lease. 

The  Planning  Commission  considers  neighborhood  vacancy  rates  in  deciding  whether  to  issue  formula  retail  CU 
authorizations. 
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A formula  retailer  that  serves  as  an  anchor  can  have  a positive  effect  on  neighboring  retailers  and 
the  local  real  estate  market,  while  other  formula  retailers  may  detract  from  the  economic  health  of 
a district.  As  discussed  in  Chapter  V,  most  of  the  literature  on  the  economic  impact  of  chain  retail  has 
focused  on  Walmart  or  other  big  box  stores.’^  However,  San  Francisco’s  formula  retail  controls  cover  a 
wide  range  of  business  types  and  big  box  stores  are  very  rare  in  the  city;  as  shown  in  Chapter  IV,  only 
five  percent  of  the  city’s  formula  retail  establishments  are  between  20,000  and  50,000  square  feet,  while 
less  than  one  percent  are  more  than  50,000  square  feet.  As  a result,  it  is  impossible  to  generalize  about  the 
impact  of  formula  retail  on  neighboring  retailers  or  the  broader  real  estate  market  based  on  previous 
studies.  However,  the  experience  of  brokers,  merchants,  and  other  stakeholders  illustrates  that  different 
formula  retailers  can  have  different  neighborhood  impacts.  For  example,  a formula  retailer  that  serves  as 
an  anchor  and  draws  new  customers  to  a neighborhood  commercial  district  can  have  a positive  effect  on 
other  retailers  in  the  district,  and  potentially  lead  to  increased  sales  and  rents.  Other  formula  retailers 
could  detract  from  the  attractiveness  or  distinctive  feel  of  a district,  leading  to  decreased  sales  and  rents 
and  increased  vacancies. 

Regional  and  national  economic  trends  appear  to  be  the  most  important  factor  affecting  the 
performance  of  neighborhood  commercial  districts.  Figures  VI-1  through  VI -4  show  formula  retail 
CU  application  activity  (approved,  disapproved,  and  withdrawn  applications)  compared  to  average  rents 
and  vacancy  rates  in  selected  neighborhood  commercial  districts.’^  For  comparison,  the  charts  also  show 
average  rents  and  vacancy  rates  in  the  broader  submarkets,  as  defined  by  CoStar.  Overall,  rents  began  to 
fall  in  2008  or  2009  as  the  national  economy  plunged  into  recession,  and  began  to  increase  again  in  201 1 
or  2012  as  the  economy  recovered.  Formula  retail  CU  application  activity  is  also  strongly  correlated  with 
the  business  cycle,  with  most  of  the  applications  occurring  before  or  after  the  recession.  Vacancy  rates  are 
much  more  volatile,  likely  reflecting  the  outsize  effect  that  one  or  two  newly  vacated  or  filled  storefronts 
can  have  on  the  average  vacancy  rate  in  a small  area. 

Formula  retail  conditional  use  applications  that  were  approved  in  2008  or  2009  were  generally 
followed  by  a decrease  in  rents;  applications  approved  after  2011  were  generally  followed  by  an 
increase  in  rents.  This  pattern  reflects  the  over-riding  importance  of  the  business  cycle  in  driving  the 
retail  market.  The  Lombard/Chestnut  area  (Figure  VI-3)  showed  a slightly  different  pattern;  rents 
continued  to  go  up  for  several  quarters  after  Apple  and  Urban  Outfitters  were  approved  in  2007  and  2008, 
with  the  dip  in  rents  slightly  delayed  and  more  shallow  compared  to  the  other  districts.  This  may  in  part 
reflect  the  fact  that  Apple  and  Urban  Outfitters  helped  support  an  increase  in  rents  by  attracting  new 
customers  to  the  area;  on  the  other  hand,  the  Lombard/Chestnut  area  may  simply  have  performed  better 
due  to  other  underlying  strengths. 

Summary  of  Findings 

The  impact  of  formula  retail  and  formula  retail  controls  on  the  real  estate  market  in  San  Francisco’s 
neighborhood  commercial  districts  is  as  complex  and  varied  as  the  districts  themselves.  Based  on  the 
selected  neighborhoods  for  which  data  were  available,  there  does  not  appear  to  be  a consistent 
relationship  between  the  approval  of  a new  formula  retail  CU  and  the  subsequent  direction  of  local  rents 


^^For  example,  see  John  Haltiwanger,  Ron  Jarmin,  and  Cornell  John  Krizan,  Mom-and-Pop  Meet  Big-Box: 
Complements  or  Substitutes?,  Working  Paper  (Cambridge,  MA:  National  Bureau  of  Economic  Research,  September 
2009),  http://www.sciencedirect.eom/science/article/pii/S0094119009000643;  David  Neumark,  Junfu  Zhang,  and 
Stephen  Ciccarella,  The  Effects  of  Wal-Mart  on  Local  Labor  Markets,  Working  Paper  (Cambridge,  MA:  National 
Bureau  of  Economic  Research),  accessed  February  18,  2014,  http://www.nber.org/papers/w11782.pdf;  Emek  Basker, 
“Job  Creation  or  Destruction?  Labor  Market  Effects  of  Wal-Mart  Expansion,”  Review  of  Economics  and  Statistics  87, 
no.  1 (February  1 , 2005):  1 74-83,  doi:  1 0. 1 1 62/0034653053327568. 

^ Note  that  CUs  are  shown  in  the  quarter  in  which  final  Planning  Department  action  took  place.  Leases  may  have 
been  signed  as  many  as  6 to  12  months  prior  to  Planning  Department  action  on  the  CL);  for  CUs  that  were  approved, 
the  formula  retailer  in  question  may  not  open  until  several  months  later. 
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and  vacancies.  Rather,  retail  market  trends  over  time  appear  to  be  primarily  related  to  regional  and 
national  economic  cycles.  Moreover,  different  formula  retailers  likely  have  different  neighborhood 
impacts;  a new  retailer  can  have  a positive,  negative,  or  neutral  effect  depending  on  the  extent  to  which  it 
contributes  to  the  overall  attractiveness  of  the  district  and  attracts  new  customers.  These  effects  are 
explored  in  more  detail  in  the  neighborhood  case  studies  in  Chapter  VIII. 
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Figure  VI-1.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Mission 
Street  Neighborhood  Commercial  Transit  District,  2006-January  2014 


■ CU  Approved 

■ CU  Withdrawn 

- Mission  Street  NCT 
Southern  City  Submarket 


■■■■■  CU  Approved 
CU  Withdrawn 
Mission  Street  NCT 
— — Southern  City  Submarket 


The  Southern  City  Submarket  stretches  south  of  16th  Street  to  the  Daly  City  border,  and  west  of  Highway  101  to  the  shoreline. 
Acronyms: 

CU:  Conditional  use  application 

NCT:  Neighborhood  commercial  transit  district 

NNN:  Triple  net 

Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 


Formula  Retail  Phase  II  Report 


April  10,  2014 


DRAFT 


Figure  VI-2.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Ocean 
Avenue  Neighborhood  Commercial  Transit  District,  2006- January  2014 

Rents 
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■■■■  CU  Withdra\wn 

Ocean  Ave  NCT 

— — Southern  City  Submarket 


■ CU  Approved 

■ CU  Withdrawn 

- Ocean  Ave  NCT 


The  Southern  City  Submarket  stretches  south  of  16th  Street  to  the  Daly  City  border,  and  west  of  Highway  101  to  the  shoreline. 
Acronyms: 

CU:  Conditional  use  application 

NCT:  Neighborhood  commercial  transit  district 

NNN:  Triple  net 

Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 
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Figure  VI-3.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  on  Lombard  and 
Chestnut  Streets  (Fillmore  Street  to  Divisadero  Street),  2006-January  2014 


Rents 


■■■■CU  Approved 

CU  Disapproved 


Lombard  & Chestnut 

(Fillmore  to  Divisadero) 

West  of  Van  Ness 

Submarket 
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Vacancy  Rate 


■■■■CU  Approved 
■HI  CU  Disapproved 


Lombard  & Chestnut 

(Fillmore  to  Divisadero) 

West  of  Van  Ness 

Submarket 


The  West  of  Van  Ness  Submarket  stretches  west  from  Van  Ness  Avenue  and  north  of  16th  Street  to  the  shoreline. 
Acronyms: 

CU:  Conditional  use  application;  NNN:  Triple  net 
Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 
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Figure  VI-4.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  on  Geary 
Boulevard  (28’'^  Avenue  to  Masonic  Avenue),  2006-January  2014 


■ CU  Approved 

■ CU  Disapproved 

- Geary  (28th  to  Masonic) 


nO-  np-  .a  Kp-  4>  op-  ^o-  4>  ^o-  op 
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— Geary  (28th  to  Masonic) 
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Submarket 


The  West  of  Van  Ness  Submarket  stretches  west  from  Van  Ness  Avenue  and  north  of  16th  Street  to  the  shoreline. 
Acronyms: 

CU:  Conditional  use  application;  NNN:  Triple  net 
Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 
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VII.  CHANGING  THE  DEFINITION  OF  FORMULA  RETAIL 

This  chapter  assesses  the  potential  effect  of  changing  the  definition  of  “formula  retail”  in  the  San 
Francisco  Planning  Code,  as  proposed  in  various  ordinances  under  consideration  before  the  Board  of 
Supervisors. 

Background  and  Methodology 

As  summarized  in  Chapter  II,  the  Planning  Code  currently  defines  formula  retail  as  “a  type  of  retail  sales 
activity  or  retail  sales  establishment  which,  along  with  eleven  or  more  other  retail  sales  establishments 
[i.e.,  12  total,  including  the  proposed  establishment]  located  in  the  United  States,  maintains  two  or  more 
of  the  following  features:  a standardized  array  of  merchandise,  a standardized  fa9ade,  a standardized 
decor  and  color  scheme,  a standardized  uniform,  standardized  signage,  a trademark  or  a servicemark.”’'* 
Use  types  subject  to  this  definition  generally  include  restaurants,  bars,  liquor  stores,  retail  stores  and 
service  establishments,  banks,  and  movie  theaters.  On  the  other  hand,  some  uses  that  are  often  considered 
retail  in  other  contexts  - for  example,  hair  salons,  gyms,  health  care  outlets,  gas  stations,  home  mortgage 
centers,  tax  service  centers,  and  auto  dealerships  - are  not  currently  subject  to  the  City’s  formula  retail 
controls. 

The  Board  of  Supervisors  is  considering  a number  of  ordinances  that  would  alter  the  City’s  formula  retail 
controls.  Among  other  proposed  changes,  the  various  ordinances  could  potentially  affect  the  definition  of 
formula  retail  in  three  key  ways: 

1 . Change  the  definition  of  a formula  retail  use  to  include  businesses  that  have  1 1 or  more  other 
retail  establishments  located  anywhere  in  the  world-,  currently,  formula  retail  is  defined  based  on 
the  number  of  establishments  located  in  the  U.S.  only. 

2.  Expand  the  definition  of  formula  retail  to  include  establishments  “where  fifty  percent  (50%)  or 
more  of  the  stock,  shares,  or  any  similar  ownership  interest ...  is  owned  by  a formula  retail  use, 
or  a subsidiary,  affiliate,  or  parent  of  a formula  retail  use,  even  if  the  establishment  itself  may 
have  fewer  than  eleven  other  retail  sales  establishments  permitted  or  located  in  the  world.” 

3.  Apply  the  definition  to  new  land  uses;  these  are  listed  Figure  VII- 1 and  defined  in  Appendix  C. 

Ordinances  proposed  by  Supervisors  Mark  Farrell  and  London  Breed  would  make  the  first  two  changes 
listed  above  (including  businesses  with  1 1 or  more  locations  anywhere  in  the  world  or  where  50  percent 
or  more  of  the  company  is  owned  by  a formula  retail  use)  to  the  definition  of  formula  retail  in  selected 
neighborhood  commercial  districts  only.  An  ordinance  proposed  by  Supervisor  Eric  Mar  would  make  all 
three  changes  to  the  citywide  definition  of  formula  retail. 

In  order  to  evaluate  the  potential  impact  of  these  changes.  Strategic  Economics  assessed  how  many 
existing  business  establishments  in  San  Francisco  would  be  considered  “formula  retail”  under  these 
proposals.  Note  that  establishments  that  are  already  entitled  in  San  Francisco  would  not  be  subject  to 
changes  in  the  formula  retail  controls  unless  such  a business  opened  a new  location  within  the  city. 
However,  San  Francisco’s  existing  businesses  are  the  best  available  proxy  for  understanding  the  types  of 
businesses  that  are  likely  to  consider  locating  in  San  Francisco  in  the  future.  Moreover,  existing 
businesses  may  be  affected  by  the  controls  if  they  propose  to  open  a new  location  in  the  city.  The  analysis 
was  performed  using  information  on  headquarters  location,  business  status  (whether  a business  is  a 
subsidiary,  branch,  franchise,  or  headquarters),  number  of  global  corporate  family  members  (chains  and 


’'*  San  Francisco  Planning  Code,  Section  303(i)(1). 
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subsidiaries),  and  type  of  industry  included  for  each  establishment  in  the  2012  Dun  & Bradstreet  (D&B) 
dataset. 

Findings 

Expanding  the  definition  of  formula  retail  to  apply  to  businesses  with  eleven  or  more  outlets 
worldwide  would  likely  affect  a limited  number  of  businesses.  Ten  percent  of  businesses  with  12  or 
more  corporate  family  members  are  part  of  a corporation  that  is  headquartered  outside  of  the  U.S. 
However,  the  vast  majority  of  these  have  long-established  presences  in  the  U.S.  and  already  qualify  as 
formula  retail  under  the  current  Planning  Code.’^  This  includes  many  of  the  rapidly  expanding, 
international  brands  that  already  have  a presence  in  San  Francisco  or  have  recently  proposed  a new 
location,  such  as  Polio  Campero  (Central  American-based  fast  food  restaurant),  Aesop  (Australian-based 
perfume  and  body  products  store).  Loving  Hut  (international  vegan  restaurant),  Daiso  (Japanese  home 
products),  and  Uniqlo  (Japanese  clothing  store). Many  (though  not  all)  of  these  international  chains 
have  chosen  to  open  their  San  Francisco  locations  in  neighborhoods  with  a strong  ethnic  identity,  such  as 
Japantown,  Chinatown,  or  the  Mission. 

The  proposed  change  would  affect  a limited  number  of  international  companies  that  have  fewer  than  12 
establishments  in  the  U.S.,  but  more  in  other  countries.  Books  Kinokuniya  (Japanese  bookstore  with 
dozens  of  locations  in  Japan  and  other  countries,  including  eight  establishments  in  the  U.S.  and  one  in 
San  Francisco’s  Japantown)  and  Muji  (Japanese  retailer  that  sells  a variety  of  household  goods,  with  eight 
locations  in  the  U.S.,  including  one  in  San  Francisco)  are  examples  of  brands  that  could  be  affected  by  the 
change  if  they  proposed  a new  location  in  districts  where  formula  retail  is  regulated. 

Similarly,  expanding  the  definition  to  include  establishments  that  are  majority-owned  by  formula 
retail  businesses  is  also  likely  to  affect  a small  number  of  potential  new  businesses.  This  proposed 
policy  change  is  designed  to  address  several  recent  cases  of  new  or  proposed  establishments  that  did  not 
have  to  go  through  the  formula  retail  CU  process  even  though  they  were  owned  by  formula  retailers,  such 
as  Jack  Spade  in  the  Mission  (owned  by  Liz  Claiborne)  and  Athleta  and  Evolution  Juice  in  Upper 
Fillmore  (owned  by  The  Gap  and  Starbucks,  respectively).  Based  on  the  businesses  that  are  already 
located  in  San  Francisco,  however,  this  proposed  change  is  unlikely  to  have  a wide-ranging  effect. 
Subsidiaries  - defined  as  a corporation  that  is  more  than  50  percent  owned  by  another  corporation  and  has 
a different  legal  business  name  from  its  parent  company  - account  for  only  3 percent  of  retail  businesses 
in  San  Francisco  that  have  12  or  more  corporate  family  members.  Most  of  these  would  already  qualify  as 
formula  retail  under  the  existing  Planning  Code,  because  they  have  1 2 or  more  locations  of  the  same  trade 
name  in  the  U.S.’’ 

Expanding  the  application  of  formula  retail  controls  to  other  types  of  land  uses  would  affect  a more 
significant  number  of  potential  applicants.  Figure  VII- 1 shows  the  estimated  number  of  establishments 
that  fall  into  the  land  use  categories  that  Supervisor  Mar’s  proposed  legislation  would  add  to  the  list  of 
uses  potentially  subject  to  formula  retail  regulations.  Appendix  C provides  definitions  for  the  land  uses,  as 


For  example,  highly  recognizable  brands  like  T-Mobile  (based  in  Germany),  7-Eleven  (headquartered  in  Japan), 
The  Body  Shop  (headquartered  in  England),  and  Sephora  (based  in  France)  account  for  many  of  the  130  businesses 
headquartered  outside  of  the  United  States.  Note  that  because  the  majority  of  businesses  headquartered  overseas 
have  at  least  12  outlets  in  the  U.S.,  these  businesses  were  generally  considered  to  be  “formula  retail”  for  the 
purposes  of  the  study  and  are  included  in  the  statistics  provided  in  Chapters  III  and  IV. 

Uniqlo  has  17  locations  in  California,  New  Jersey,  New  York,  and  Connecticut;  however,  when  the  brand  opened 
its  first  San  Francisco  location  in  2012  it  had  just  four  other  locations  in  New  York  and  New  Jersey.  Carolyn  Said, 
“Uniqlo  Opens  S.F.  Store,”  SFGate,  October  4,  2012,  http://www.sfgate.com/business/article/Uniqlo-opens-S-F-store- 
391 9489. php#src=fb. 

” Note  that  because  the  majority  of  subsidiaries  have  at  least  12  outlets  in  the  U.S.,  these  businesses  were  generally 
considered  to  be  “formula  retail”  for  the  purposes  of  the  study  and  are  included  in  the  statistics  provided  in  Chapters 
III  and  IV. 


Formula  Retail  Phase  II  Report 


-73- 


April  10,  2014 


DRAFT 


excerpted  from  the  Planning  Code.  Many  of  the  land  uses  included  in  the  legislation  cover  types  of 
businesses  that  people  often  think  of  as  retail  but  that  are  not  currently  covered  by  the  definition  of 
formula  retail,  such  as  salons,  gyms,  and  other  personal  service  establishments;  automobile  sales,  rentals, 
service,  and  repair;  and  gas  stations.  In  addition,  wholesale  companies,  administrative  offices,  business  or 
professional  service  companies,  medical  clinics,  and  hotels  would  also  be  affected. 

Based  on  the  industry  (North  American  Industry  Classification  System  [NAICS])  codes  recorded  in  the 
D&B  dataset,  an  estimated  21,330  existing  businesses  in  San  Francisco  most  likely  fall  into  one  of  these 
land  use  categories.  Of  these  860  (4  percent)  could  potentially  be  considered  formula  retail  based  on  the 
number  of  corporate  family  members  recorded  in  the  D&B  database  (Figure  VII-I). 


Figure  VII-1.  Land  Uses  Included  in  Supervisor  Eric  Mar's  Proposed  Legislation:  Potential  Number  of 
Formula  Retail  Establishments 


Land  Use 

Potential 
Formula  Retail 
Establishments 
(a) 

Estimated  Total 
Establishments 

Potential 
Formula  Retail 
Establishments 
as  a % of  Total 

Automobile  Sale  or  Rental 

50 

210 

24% 

Automotive  Gas  Station 

40 

120 

31% 

Automotive  Service  Station  and  Repair 

20 

580 

4% 

Hotel,  Tourist 

90 

550 

16% 

Service,  Administrative 

140 

4,590 

3% 

Service,  Business  or  Professional 

150 

2,960 

5% 

Service,  Fringe  Financial 

30 

210 

16% 

Service,  Medical 

80 

4,960 

2% 

Service,  Personal  & Massage  Establishment 

50 

2,160 

2% 

Trade  Shops 

30 

690 

4% 

Wholesale  Sales 

160 

3,470 

4% 

Other (b) 

30 

830 

4% 

Total 

860 

21,330 

4% 

(a)  Includes  franchises  and  businesses  with  12  or  more  total  global  corporate  family  members  (branches  or  subsidiaries). 


(b)  Includes  ambulance  service,  animal  hospital,  automobile  parking,  automotive  wash,  other  entertainment,  mortuary,  and  storage 
land  uses. 

Certain  land  uses  (light  manufacturing,  limited  service  financial,  adult  entertainment,  neighborhood  agriculture,  large-scale 
agriculture)  were  excluded  from  the  analysis  because  no  corresponding  North  American  Industry  Classification  System  (NAICS) 
codes  were  identified;  remaining  land  uses  (tobacco  paraphernalia  establishments,  gift  store  tourist  oriented,  jewelry  store)  were 
excluded  because  they  are  already  covered  under  existing  formula  retail  legislation. 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Summary  of  Findings 

Changing  the  definition  of  formula  retail  to  include  subsidiaries  of  formula  retailers  or  international 
chains  with  fewer  than  1 1 other  establishments  in  the  U.S.  is  unlikely  to  have  a wide-reaching  effect, 
although  some  potential  applicants  would  be  affected.  On  the  other  hand,  expanding  the  application  of 
formula  retail  controls  to  other  types  of  land  uses  could  affect  a significant  number  of  businesses 
considering  new  locations  in  San  Francisco. 
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VIII.  NEIGHBORHOOD  CASE  STUDIES 

This  chapter  provides  case  studies  of  the  role  that  formula  retail  plays  in  San  Francisco’s  neighborhood 
commercial  districts,  focusing  on  three  such  districts:  the  Upper  Fillmore  Neighborhood  Commercial 
District  (NCD),  the  Ocean  Avenue  Neighborhood  Commercial  Transit  District  (NCT),  and  Geary 
Boulevard  between  14*  Avenue  and  28*  Avenue/*  As  envisioned  in  the  San  Francisco  Planning  Code, 
NCDs  are  primarily  intended  to  provide  retail  goods  and  services  for  the  immediately  surrounding 
neighborhoods.  One  of  the  main  purposes  of  the  City’s  formula  retail  controls  is  to  protect  the  distinct 
character  of  San  Francisco’s  NCDs,  as  well  as  the  diversity  of  businesses  and  merchandise  available  in 
the  NCDs. 

In  order  to  explore  how  formula  retail  establishments  and  the  formula  retail  controls  fit  into  this  vision, 
the  case  studies  discuss  the  different  functions  that  formula  retail  establishments  can  play  in  serving  local 
residents  and  workers  versus  shoppers  from  elsewhere  in  the  city  or  region.  The  case  studies  also  examine 
how  new  and  existing  formula  retail  establishments  and  the  City’s  formula  retail  controls  contribute  to  or 
detract  from  the  overall  aesthetics  and  economic  vitality  of  the  districts,  and  how  the  formula  retail 
conditional  use  (CU)  process  has  proceeded  in  different  neighborhoods.  As  discussed  in  Chapter  II,  the 
CU  process  is  intended  to  allow  the  Planning  Commission  to  determine  whether  each  formula  retail 
applicant  is  necessary,  desirable,  and  consistent  with  the  general  character  of  the  neighborhood,  a decision 
that  is  informed  by  public  comment.’^ 

The  case  studies  were  selected  to  represent  a diverse  spectrum  of  San  Francisco’s  neighborhood 
commercial  districts,  including  a wide  range  of  geographic  locations,  physical  contexts,  retail  functions, 
and  neighborhood  demographics.  Upper  Fillmore,  located  in  the  Northern  Neighborhoods  subarea  (as 
defined  in  Chapter  III),  is  a rapidly  changing  district  that  in  recent  years  has  seen  a significant  shift  in  the 
types  of  retailers  occupying  local  storefronts.  The  district’s  pedestrian-scaled  streets,  well-maintained 
Victorian  buildings,  and  location  in  one  of  San  Francisco’s  highest  income  neighborhoods  has  attracted  a 
growing  number  of  new  high-end  formula  clothing  stores  and  other  chain  retail  establishments. 

In  contrast.  Ocean  Avenue  and  Geary  Boulevard  were  among  the  25  neighborhoods  selected  for  the 
Invest  in  Neighborhoods  Initiative,  a program  of  the  Mayor’s  Office  of  Economic  and  Workforce 
Development  (OEWD)  that  focuses  City  resources  on  neighborhoods  demonstrating  economic  need  and 
potential  for  growth.  Ocean  Avenue  is  a walkable,  compact  shopping  district  in  the  Southern 
Neighborhoods  subarea,  with  many  commercial  buildings  dating  from  the  1920s,  1930s,  and  1940s.*'’  The 
district  has  a range  of  formula  and  independent  retailers  that  serve  the  daily  needs  of  residents  and 
students  from  nearby  City  College  of  San  Francisco,  and  has  experienced  significant  new  public  and 
private  investment  beginning  with  a Better  Neighborhoods  planning  and  rezoning  effort  that  started  in  the 
early  2000s.  The  Geary  Boulevard  case  study  area,  located  in  the  Outer  Riclimond,  is  a diverse 
commercial  district  known  for  Chinese,  Korean,  Irish,  and  Russian  retailers  and  restaurants.  The  district 
both  serves  daily  shoppers  from  the  surrounding,  moderate  income  neighborhoods  and  attracts  shoppers 
from  around  the  region,*'  reflecting  the  high  daily  traffic  that  Geary  Boulevard  carries  as  one  of  San 


The  Geary  Boulevard  case  study  area  is  zoned  NC-3  (moderate  scale  commercial),  but  is  not  a named  NCD. 

Strategic  Economics  and  City  staff  intentionally  selected  three  NCDs  where  formula  retail  is  subject  to  conditional 
use  authorization  and  not  prohibited,  since  there  are  no  current  proposals  to  expand  the  districts  where  formula  retail 
is  prohibited. 

City  and  County  of  San  Francisco,  Balboa  Park  Station:  An  Area  Plan  of  the  General  Plan  of  the  City  and  County  of 
San  Francisco,  2009,  http://\AAVw.sf-planning.org/Modules/ShowDocument.aspx?documentid=1983. 

®’'  San  Francisco  Office  of  Economic  and  Workforce  Development  Invest  in  Neighborhoods  Program,  “Geary 
Boulevard  Neighborhood  Profile,  February  2013,  http://oewd.org/IIN.aspx. 
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Francisco’s  major  arterial  corridors.  The  district  has  not  been  the  subject  of  a major  rezoning  effort,  but  is 
undergoing  a planning  process  to  bring  bus  rapid  transit  (BRT)  to  the  area  by  2019. 

Case  Study  Methodology 

The  case  studies  are  based  on  a range  of  quantitative  and  qualitative  research  methods.  To  the  extent 
possible  for  each  case  study,  Strategic  Economics  conducted  the  following  tasks: 

• Site  visits. 

• Review  of  existing  resources,  including  (as  available  for  each  district)  Invest  in  Neighborhood 
reports  from  the  Mayor’s  Office  of  Economic  and  Workforce  Development,  newspaper  articles, 
blogs,  and  other  relevant  websites. 

• Interviews  with  two  to  three  stakeholders,  including  a representative  from  the  local  merchants’ 
association,  a commercial  real  estate  broker,  and/or  a representative  from  a local  residents’ 
association.* *^ 

• Characterization  of  existing  formula  and  independent  retail  establishments,  based  on  the  2012 
Dun  & Bradstreet  dataset  and  (as  available  for  each  district)  recent  storefront  inventories 
conducted  by  the  Invest  in  Neighborhoods  Program,  local  merchants’  associations,  and  the  San 
Francisco  Commercial  Brokers’  “Formula  Retail  Mapping  Project.” 

• Assessment  of  formula  retail  conditional  use  (CU)  applications  over  time. 

• Examination  of  demographic  data  in  the  surrounding  “primary  trade  area”  (defined  as  Census 
Tracts  located  within  a half-mile  radius  of  each  shopping  district**),  including  data  on  population 
and  household  density,  household  types,  household  income,  and  race  and  ethnicity. 

• Analysis  of  City  sales  tax  data,  including  data  on  the  number  of  stores  and  restaurants  reporting 
sales  tax  and  average  sales  tax  revenues  generated  per  establishment  between  2002  and  2013. 
Note  that  because  of  the  way  the  City  collects  sales  tax  data,  sales  tax  revenues  were  only 
available  for  businesses  with  one  location  in  San  Francisco  (referred  to  as  “single-site”  businesses 
below).*'*  While  most  of  these  are  likely  to  be  independent  retailers,  some  “single-site”  businesses 
may  have  1 1 or  more  other  locations  outside  of  the  city. 

• Analysis  of  CoStar  real  estate  data  on  rents  and  vacancies  over  time  (as  available  for  each 
district).** 

• Survey  of  “auto-oriented”  parcels,  including  surface  parking  lots,  parking  garages,  and  gas 
stations.  The  surveys  were  based  on  parking  data  collected  by  SF  Park  in  2011,  as  updated  and 
verified  using  Google  Maps  and  Google  Streetview. 

The  following  sections  discuss  the  results  of  the  analysis  performed  for  each  case  study. 


A list  of  interviewees  is  provided  in  Appendix  E. 

A one-mile  radius  is  a common  rule  of  thumb  for  defining  the  trade  area  for  most  daily  needs-serving  uses. 
However,  a half-mile  radius  better  captures  the  primary  trade  area  for  San  Francisco’s  neighborhoods  given  the  city’s 
geographic  barriers  and  the  density  of  neighborhood  commercial  districts  in  the  city. 

Firms  with  more  than  one  site  in  San  Francisco  report  all  sales  tax  revenues  to  one  central  location;  it  is  not 
gossible  to  determine  how  much  of  the  revenues  originated  from  any  particular  location. 

* CoStar  maintains  the  largest  and  most  comprehensive  database  of  commercial  real  estate  information  in  the 
country,  but  the  data  are  subject  to  significant  limitations.  CoStar’s  information  is  self-reported  by  real  estate  brokers, 
many  of  whom  withhold  rental  rates  in  order  to  protect  their  competitive  position.  In  addition,  many  properties  are  not 
listed  on  CoStar. 
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Upper  Fillmore  Neighborhood  Commercial  District 

The  Upper  Fillmore  NCD  (shown  in  Figure  VIII-1)  is  a long-standing  retail  and  restaurant  district  that 
serves  one  of  San  Francisco’s  highest-income  neighborhoods  and  is  currently  emerging  as  a high-end 
fashion  destination.  High-end  stores  and  restaurants  - including  both  formula  and  independent  retailers  - 
are  drawn  to  Upper  Fillmore  by  the  demographics  of  the  surrounding  neighborhood,  the  district’s 
pedestrian-oriented,  Victorian  shopping  environment,  and  the  advantages  of  co-locating  with  similar 
retailers  in  a district  that  is  becoming  a regional  destination. 

In  recent  months,  formula  retail  has  become  a controversial  topic  in  Upper  Fillmore  as  the  neighborhood 
has  attracted  a number  of  new  high-end  formula  clothing  stores  and  other  chain  retail  establishments.  As 
the  mix  of  retail  in  the  district  has  changed,  residents  have  raised  concerns  about  a loss  of  neighborhood- 
serving businesses,  while  some  independent  retailers  have  expressed  unease  over  competition  from 
national  brands.  In  response  to  these  concerns.  Supervisor  Mark  Farrell  introduced  legislation  in  July 
2013  that  would  amend  the  San  Francisco  Planning  Code  to  expand  the  definition  of  formula  retail  in  the 
Upper  Fillmore  NCD.  Supervisor  Farrell’s  proposed  legislation  would  tighten  the  City’s  formula  retail 
controls  in  Upper  Fillmore  to  cover  retail  with  11  or  more  other  establishments  anywhere  in  the  world, 
and  establishments  where  50  percent  or  more  of  stock  or  shares  are  owned  by  a formula  retail  use. 

The  following  sections  discuss  the  retail  dynamics  in  Upper  Fillmore,  the  formula  retail  conditional  use 
applications  that  have  been  submitted,  local  demographic,  sales,  and  market  trends,  and  the  relationship 
between  formula  retail  and  the  district’s  urban  form. 


Figure  VIII-1.  Upper  Fillmore  Case  Study  and  Primary  Trade  Area 
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Retail  Dynamics 

Upper  Fillmore  has  attracted  a significant  concentration  of  retail  stores  and  restaurants,  including 
a large  number  of  high-end  apparel  and  beauty  stores.  As  of  early  2014,  68  stores  and  27  restaurants 
and  bars  were  located  in  Upper  Fillmore  (Figure  VIII-2).  Of  the  68  stores,  more  than  half  sold  apparel  and 
jewelry  or  other  accessories.  Another  6 stores  were  in  the  “other  health  and  personal  care”  category, 
which  predominantly  consists  of  cosmetics  stores  (Figure  VIII-3).  In  addition  to  the  use  types  shown  in 
Figures  VIII-2  - which  are  all  regulated  under  the  City’s  formula  retail  controls  - the  Upper  Fillmore 
district  is  also  home  to  a number  of  salons,  spas,  and  other  personal  service  establishments  that  are  not 
regulated  as  formula  retail.  The  cluster  of  fashion  boutiques,  beauty  stores,  and  restaurants  in  the 
district  work  together  to  create  a regional  destination,  attracting  residents  and  visitors  who  come  to 
patronize  multiple  establishments. 

Compared  to  citywide  averages,  Upper  Fillmore  has  a high  concentration  of  formula  retail 
establishments.  Formula  retail  accounts  for  20  percent  of  all  retail  establishments  and  15  percent  of 
restaurants  and  bars  in  the  case  study  area.  In  comparison,  in  the  city  as  a whole,  10  percent  of  stores  and 
11  percent  of  restaurants  and  bars  are  formula  retail  (Figure  VIII-2).  Formula  retail  accounts  for  a 
particularly  high  share  of  apparel  and  accessories  stores  and  furniture  and  home  furnishings  stores 
compared  to  citywide  averages  (Figure  VIII-S). 


Figure  Vin-2.  Formula  and  Independent  Retail  Establishments  by  Use  Type:  Upper  Fillmore 
Neighborhood  Commercial  District,  Early  2014 


Use  Type 

Upper  Fillmore  NCD 

San  Francisco  (a) 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a % 
of  Total 

Formula  Retail  as 
a % of  Total 

Stores 

14 

54 

68 

21% 

10% 

Restaurants  & Bars 

4 

23 

27 

15% 

11% 

Retail  Services 

0 

5 

5 

0% 

4% 

Banks,  Credit  Unions,  S&L 

3 

0 

3 

100% 

84% 

Movie  Theaters 

0 

1 

1 

0% 

N/A 

Total 

21 

83 

104 

20% 

12% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

Use  types  shown  are  subject  to  formula  retail  controls. 

Acronyms: 

S&L:  Savings  and  loans 
N/A:  Not  available 

Sources:  Dun  & Bradstreet,  2012;  San  Francisco  Commercial  Real  Estate  Brokers,  "Formula  Retail  Mapping  Project,"  2014: 
Strategic  Economics,  2014.  All  numbers  are  approximate. 


^ A detailed  storefront  inventory  (like  those  provided  by  the  OEWD  for  Ocean  Avenue  and  Geary  Boulevard)  was  not 
available  for  the  Upper  Fillmore  case  study  area. 
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Figia-e  Vin-3.  Retail  Stores  by  Type:  Upper  Fillmore  Neighborhood  Commercial  District,  Early  2014 


Store  Type 

Upper  Fillmore  NCD 

San 

Francisco  (a) 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a 
% of  T otal 

Formula 
Retail  as  a % 
of  Total 

Apparel  & Accessories 

10 

28 

38 

26% 

15% 

Other  Retail  Stores  (b) 

1 

10 

11 

9% 

4% 

Other  Health  & Personal  Care  (c) 

1 

5 

6 

17% 

20% 

Furniture  & Home  Furnishings 

1 

3 

4 

25% 

7% 

Sporting  Goods,  Hobby,  Book,  Music 

0 

4 

4 

0% 

3% 

Supermarkets  & Other  Grocery 

0 

3 

3 

0% 

7% 

Convenience,  Liquor,  & Other  Food 

1 

1 

2 

50% 

10% 

Total 

14 

54 

68 

21% 

10% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

(b)  Includes  florists,  gift  stores,  stationery  stores,  art  galleries  and  framing  stores,  used  merchandise  stores,  and  other 
miscellaneous  retailers. 

(c)  Includes  cosmetics  and  beauty  stores,  eyeglass  stores,  and  health  supplement  stores. 

Sources:  Dun  & Bradstreet,  2012;  San  Francisco  Commerdal  Real  Estate  Brokers,  "Fomnula  Retail  Mapping  Project.”  2014; 
Strategic  Economics,  2014.  All  numbers  are  approximate 

Brokers  and  local  stakeholders  report  that  international  companies,  formula  retail  subsidiaries, 
and  other  fast-groping  brands  are  “racing”  to  open  locations  in  Upper  Fillmore  before  they  meet 
the  definition  of  formula  retail.  According  to  brokers,  some  international  and  fast-growing  domestic 
chains  are  accelerating  plans  to  open  in  the  popular  shopping  district  before  they  reach  the  threshold  for 
formula  retail,  in  order  to  secure  a location  without  going  through  the  formula  retail  CU  application 
process.  For  example,  rapidly  expanding  clothing  boutiques  like  Alice  + OUvia,  Roberta  FreNinann, 
Steven  Alan,  and  James  Perse  reportedly  opened  locations  in  Upper  Fillmore  shortly  before  reaching  the 
11 -store  threshold.  Several  international  chains  with  significant  presences  in  other  countries  that  recently 
opened  in  the  district  - such  as  The  Kooples,  Cotelac,  and  Sandro  (three  French  clothing  lines)  - did  not 
require  formula  retail  CU  authorizations  because  they  had  few^er  than  1 1 other  locations  in  the  United 
States.  Other  recently  opened  businesses,  such  as  Evolution  Juice  and  Athleta,  are  owned  by  large 
formula  retail  uses  (Starbucks  and  The  Gap,  respectively)  but  did  not  require  formula  retail  CU 
authorizations  because  the  Planning  Code  currently  defines  formula  retail  based  on  trademark  and 
branding,  rather  than  ownership.*’ 

Supervisor  Farrell’s  legislation  would  address  concerns  about  the  international  chain  retailers  and 
subsidiaries  by  expanding  the  definition  of  formula  retail  in  the  Upper  Fillmore  NCD  to  include  retail 
with  11  or  more  other  estabhshments  any\vhere  in  the  world,  and  establishments  where  50  percent  or 
more  of  stock  or  shares  are  owned  by  a formula  retail  use. 


^ 'Getting  to  11,”  Trie  New  Fillmore,  June  1, 2012,  http://newfillmore.eom/2012/06/01/getting-to-11/. 
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Fisure  VIII-4.  Evolution  Juice  (left)  and  Alice  + Olivia 


Local  residents  and  merchants  have  noticed  a decline  in  the  number  of  businesses  in  the  district 
that  serve  residents’  daily  needs.  The  case  study  area  does  include  several  independent  grocery  stores, 
including  a Mollie  Stone’s  Market,  the  Mayflower  Market,  and  Gino’s  Grocery  Company.  The  district 
also  has  an  independent  movie  theater,  one  of  the  few  left  in  the  city.  Several  pharmacies,  including  a 
Walgreens  and  the  pharmacy  at  the  California  Pacific  Medical  Center,  are  located  immediately  outside 
the  boundaries  of  the  Upper  Fillmore  Neighborhood  Commercial  District.  However,  stakeholders  have 
voiced  concerns  about  the  loss  in  recent  years  of  a hardware  store,  laundromat,  dry  cleaners,  and  other 
stores  serving  daily  needs. 


The  decline  in  daily  needs-serving  retailers  and  service  providers  reflects  the  fact  that  these 
businesses  tend  to  have  lower  profit  margins  than  stores  that  sell  comparison  goods.  In  general,  daily 
needs-serving  businesses  typically  have  lower  profit  margins  than  businesses  that  sell  comparison  goods. 
As  a result,  brokers  and  other  staJceholders  report  some  daily  needs-serving  businesses  have  been  unable 
to  afford  increased  rents,  or  decided  to  take  “key  money”  - i.e.,  a payment  for  the  right  to  assume  an 
existing  tenant’s  lease  - from  a comparison  goods  retailer  and  close  shop.  (As  discussed  below,  both 
fonnula  and  independent  retailers  have  reportedly  paid  key  money  on  Upper  Fillmore.)  Meanwhile,  at 
least  one  business  owner  who  owned  his  building  decided  he  could  make  more  money  by  renting  his 
space  to  another  retailer  than  by  continuing  to  operate  his  own  store.  In  other  cases,  long-time  business 
owners  may  simply  have  retired. 


Some  community  members  have  raised  concerns  that  formula  retailers  are  less  engaged  with  the 
community  than  independent  retailers;  however,  no  enforcement  actions  have  been  filed  with  the 
Planning  Department.  Concerns  about  formula  retailers’  lack  of  community  participation  have  been 
raised  on  local  blogs,**  and  in  public  comments  for  at  least  one  formula  retail  CU  application  in  Upper 
Fillmore.*^ 


Barbara  Kate  Repa,  “Polo’s  Promises  Go  Unfulfilled,”  The  New  Fillmore,  April  2,  2010, 

http;//newfillmore.com/2010/04/02/polos-promises-go-unfulfilled/. 

San  Francisco  Planning  Department,  Planning  Commission  Final  Motion  No.  17578,  April  10,  2008. 
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Formula  Retail  Conditional  Use  Activity 

Despite  the  controversies  over  formula  retail  in  Upper  Fillmore,  all  five  formula  retail  conditional 
use  applications  filed  in  the  case  study  area  have  been  approved  by  the  Planning  Commission  and 
none  of  these  approvals  have  been  appealed  to  the  Board  of  Supervisors.  Figure  VIII-5  shows  the 
formula  retail  CU  applications  that  have  been  filed  in  Upper  Fillmore  since  CU  authorization  was  first 
required  in  2007.  Four  of  the  five  applications  were  for  clothing  stores;  the  fifth  (Kiehl’s)  is  a cosmetics 
and  skin  care  store. 


Figure  VIII-5.  Formula  Retail  Conditional  Use  Applications  in  Upper  Fillmore  Neighborhood 
Commercial  District,  2007  - January  2014 


Business  Name 

Address 

File  Date 

Action  Date 

Action  Taken 

Polo  Ralph  Lauren 

2040  Fillmore  St 

2007 

2008 

Approved  with  conditions 

Black  Fleece 

2223  Fillmore  St 

2009 

2009 

Approved  with  conditions 

Bo  Concept  (a) 

1928  Fillmore  St 

2010 

2010 

Approved  with  conditions 

Kiehl's 

1971  Fillmore  St 

2010 

2011 

Approved  with  conditions 

Rag  & Bone 

2060  Fillmore  St 

2013 

2014 

Approved  with  conditions 

(a)  Bo  Concept  has  since  closed. 

Sources:  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 


However,  there  was  one  appeal  over  whether  a proposed  tenant  should  be  subject  to  the  City’s 
formula  retail  controls.  The  Planning  Department  initially  determined  that  German-based  clothing  brand 
Oska  was  not  a formula  retail  use.  After  a local  boutique  owner  appealed,  the  Board  of  Appeals 
subsequently  ruled  that  Oska  did  qualify  as  a formula  retailer,  because  the  company  had  11  other 
establishments  in  the  U.S.  including  two  signed  leases.^*  Oska  subsequently  decided  not  to  formula  retail 
CU  application  in  this  location. 

Demographics,  Sales,  and  Market  Trends 

The  high  population  density  and  high  household  incomes  in  the  Upper  Fillmore  trade  area  are  a 
key  factor  in  the  district’s  appeal  to  high-end  retailers,  including  high-end  formula  and  other  chain 
retailers.  Figures  VIII-6  through  VIII-9  provide  an  overview  of  the  selected  demographics  for  the  Census 
Tracts  in  the  half-mile  radius  around  the  Upper  Fillmore  NCD.  According  to  retail  brokers,  the  high 
disposable  incomes  of  many  residents  - as  evidenced  by  the  trade  area’s  high  population  density  (Figure 
VIII-6),  high  average  incomes  (Figure  VIII-6),  and  high  share  of  single-person  households  (Figure  VIII- 
7)  - are  a primary  reason  that  high-end  retailers  are  attracted  to  Upper  Fillmore. 


Sterling  Bank  and  Chase  Bank  received  conditional  use  authorizations  in  2006  and  2011,  respectively,  for 
establishing  new  financial  services  institutions.  However,  the  two  banks  did  not  require  formula  retail  CDs  because 
they  were  entitled  before  financial  services  were  added  to  the  definition  of  formula  retail  in  the  Planning  Code  in  2012. 

Barbara  Kate  Repa,  “Oska  Stirs  Chain  Store  Fight  on  Fillmore,”  The  New  Fillmore,  March  3,  2013, 
http://newfillmore.eom/2013/03/03/oska-stirs-chain-store-fight-on-fillmore/;  “City  Tightens  Chain  Store  Limits,"  The 
New  Fillmore,  May  31,  2013,  http://newfillmore.eom/2013/05/31/city-tightens-chain-store-limits/. 
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Figure  VIII-6.  Population,  Households,  and  Average  Household  Income:  Upper  Fillmore  Primary  Trade 
Area  and  San  Francisco,  2012 


Upper  Fillmore  Primary 
Trade  Area 

San  Francisco 

Population 

35,331 

807,755 

Number  of  Households 

19,552 

340,839 

Average  Household  Size 

1.8 

2.4 

Population  Density  (People  per  Acre) 

44.6 

31.4 

Households  per  Acre 

24.7 

13.2 

Average  Household  Income 

$136,050 

$107,520 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


Figure  VIII-7.  Households  by  Type:  Upper  Fillmore  Primary  Trade  Area  and  San  Francisco,  2012 


■ Upper  Fillmore  Primary  Trade  Area 

■ San  Francisco 

^ ' 

W,  ! 

1 

1 

J 

. Ji 

L_ 

Zmz 

Families  With  Families  Without  Single-Person  Other  Non-Family 
Children  Children  Household  Households 


Household  Type 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


However,  many  neighborhood  residents  are  unlikely  to  be  able  to  afford  the  high-end  products 
available  for  sale  in  the  commercial  district.  Despite  the  trade  area’s  high  average  incomes,  the 
neighborhood  has  a higher  percentage  of  households  earning  less  than  $20,000  a year  compared  to  the 
citywide  average,  reflecting  the  presence  of  several  low-income  housing  developments  in  the  area  (Figure 
Vni-8).  Indeed,  residents  observe  that  some  of  the  single-person  households  in  the  area  are  seniors  living 
on  fixed  incomes  and  in  subsidized  or  rent-controlled  housing.  A very  high  percentage  of  the  population 
is  white  - nearly  70  percent  in  the  trade  area,  compared  to  50  percent  of  the  city’s  entire  population. 
However,  Afiican-Americans  make  up  a slightly  higher  share  of  the  population  than  in  San  Francisco 
overall,  a legacy  of  the  area’s  history  as  a center  of  African-American  culture  (Figure  VIII-9). 
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Figure  VIII-S.  Households  by  Income  Level:  Upper  Fillmore  Primary  Trade  Area  and  San  Francisco, 
2012 
30.0% 

25.0% 
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Less  than  $20K-  $40K-  $60K-  $100K-  More  than 

$20K  $39.9K  $59.9K  $99.9K  $199.99K  $200K 

Household  Income 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics.  2014. 


Figure  VIII-9.  Population  by  Race  and  Ethnicity:  Upper  Fillmore  Primary  Trade  Area  and  San 
Francisco,  2012 


African  Pacific  Latino 

American  Islander 

Race  Ethnicity 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


Despite  the  reported  increase  in  formula  retail  establishments  and  other  chains  on  Upper  Fillmore, 
the  number  of  single-site  establishments  in  the  case  study  areas  was  approximately  the  same  in  2013 
as  in  2002.  Figure  VIII-10  shows  the  number  of  restaurants  and  retail  stores  in  the  Upper  Fillmore  that 
reported  just  one  location  in  San  Francisco  (“single-site”  establishments)  or  more  than  one  location  in  San 
Francisco  (“multiple-site”  establishments).  Note  that  in  Upper  Fillmore  in  particular,  some  single-site 
businesses  are  national  or  international  brands  with  just  one  location  in  the  city.  As  Figure  Vlll-10  shows, 
the  number  of  stores  has  fluctuated  over  time,  generally  tracking  regional  economic  conditions.  There 
were  approximately  the  same  number  of  single-site  stores  (63)  and  restaurants  (23)  in  Upper  Fillmore  in 
2013  as  in  2002. 


Formula  Retail  Phase  II  Report 


-83- 


April  10,  2014 


DRAFT 


Figure  VIII- 10.  Single-  and  Multiple-Site  Stores  and  Restaurants  Reporting  Sales  Tax  in  the  Upper 
Fillmore  Neighborhood  Commercial  District,  2002-2013 
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"Single-Site"  establishments  had  one  location  in  San  Francisco;  "multiple-site"  establishments 
had  more  than  one  location  in  the  city. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Single-site  establishments  are  performing  very  strongly.  Figure  VIII-11  shows  the  average  sales  tax 
revenue  generated  by  single-site  restaurants  and  stores.  As  discussed  below,  single-site  restaurants  and 
bars  in  the  Upper  Fillmore  generate  significantly  more  revenue  on  average  than  restaurants  and  bars  in  the 
Ocean  Avenue  and  Geary  Boulevard  case  study  areas.  Sales  have  increased  rapidly  since  the  economy 
began  to  recover  in  2010,  although  restaurant  sales  dipped  slightly  between  2012  and  2013. 
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Figure  VIII-11.  Average  Sales  Tax  Revenue  Per  Single-Site  Establishment:  Upper  Fillmore 
Neighborhood  Commercial  District,  2002-2013  (Adjusted  to  2013  Dollars) 


"Single-Site"  establishments  are  firms  that  reported  one  location  in  San  Francisco. 

‘Includes  estimate  of  fourth-quarter  sales  tax  revenues  for  2013,  based  on  average  revenues  in  first  three 
quarters  of  the  year. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Reflecting  the  high  sales  volume  in  the  district,  brokers  report  that  rents  are  increasing  rapidly  and 
there  are  few  if  any  long-term  vacancies  in  the  district.  Rents  in  Upper  Fillmore  have  reportedly 
reached  $140  per  square  foot  in  some  recent  transactions,  significantly  above  retail  rents  in  other 
neighborhood  commercial  districts.^^ According  to  brokers  and  recent  articles  and  reports,  new  tenants  in 
Upper  Fillmore  often  secure  their  leases  before  storefronts  become  vacant. For  example,  two  storefronts 
that  were  vacant  as  of  early  2014  at  2060-66  California  Street  (a  former  Royal  Ground  Coffee  Shop  and  a 
laundromat,  shown  in  Figure  VIII- 12)  were  already  leased  to  Rag  & Bone,  a formula  retail  clothing 
boutique. 


Renee  Frojo,  “Fillmore  Street  Hits  New  Fashion  Heights,"  San  Francisco  Business  Times,  May  4,  2012, 
http://www.bizjournals.eom/sanfrancisco/print-edition/2012/05/04/fillmore-street-hits-new-fashion-heights.html. 
Reliable  CoStar  data  on  rents  were  not  available  for  this  case  study  area. 

Ibid.;  San  Francisco  Commercial  Real  Estate  Brokers,  Formula  Retail  Mapping  Project,  2014. 
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Figure  VIII-12.  The  Former  Royal  Ground  Coffee  Shop  at  Fillmore  and  California  Streets.  Site  of  a 
Future  Rag  & Bone  Clothing  Boutique  (a  Formula  Retail  Use  Approved  by  the  Commission  in  February 


2014) 


High  rents  and  the  need  to  pay  “key  money”  to  secure  space  make  it  challenging  for  new  daily 
needs-serving  businesses  to  locate  in  the  district.  Some  recent  transactions  have  reportedly  involved  the 
exchange  of  “key  money,”  where  a business  that  wants  to  locate  on  the  street  pays  an  existing  tenant  for 
the  right  to  assume  the  tenant’s  lease.  Both  formula  and  independent  retailers  have  reportedly  paid  key 
money,  but  this  type  of  payment  - combined  with  the  area’s  high  rents  - poses  a significant  barrier  for 
start-ups  and  other  small  businesses  with  limited  financial  resources,  including  daily  needs-serving 
businesses  that  typically  have  lower  profit  margins  than  high-end  clothing  stores  and  other  comparison 
good  retailers. 

Neighborhood  Character 

Upper  Fillmore’s  pedestrian-scaled  streets,  well-maintained  Victorian  buildings,  and  the  size  and 
quality  of  the  retail  spaces  create  an  attractive  shopping  environment.  Brokers  report  that  the  visual 
appeal  of  the  Victorian  buildings  is  one  of  the  key  factors  that  attract  both  formula  and  independent 
retailers  to  Upper  Fillmore. 

Formula  retail  establishments  in  Upper  Fillmore  generally  locate  in  medium-sized  storefronts.  On 
average,  formula  retailers  occupy  slightly  more  space  than  independent  retailers  in  Upper  Fillmore  - 
about  5,900  square  feet  per  establishment,  compared  to  an  average  of  2,900  per  independent  retailer.^ 

While  the  stores  may  be  larger,  formula  retail  establishments  in  Upper  Fillmore  still  tend  to  locate 
in  Victorian  buildings  with  limited  parking.  Figure  VIII- 13  shows  where  public  and  private  parking 
lots,  as  well  as  gas  stations,  are  located  in  the  Upper  Fillmore  NCD,  as  well  as  which  establishments  they 
serve.  None  of  the  formula  retailers  in  the  district  are  located  on  parcels  with  large  surface  parking  lots. 


Based  on  data  from  the  2012  Dun  & Bradstreet  database  that  have  not  been  independently  verified. 
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Figure  VIII-13.  Auto-Oriented  Uses  (Parking  Locations  and  Gas  Stations):  Upper  Fillmore 
Neighborhood  Commercial  District 


Formula  retail  establishments  are  noted  in  bold. 
Sources;  SF  Park,  2011;  Strategic  Economics,  2014. 
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Ocean  Avenue  Neighborhood  Commercial  Transit  District 

The  Ocean  Avenue  NOT  (shown  in  Figure  VIII-14)  is  a compact,  walkable  commercial  district  located  in 
the  southwestern  part  of  the  city,  directly  west  of  City  College  of  San  Francisco.  The  district  is  located 
within  a 10-  to  20-minute  walk  of  Balboa  Park  BART  Station  and  directly  off  of  1-280,  and  is  served  by 
three  Muni  Metro  lines  and  several  bus  lines.  Beginning  with  the  Balboa  Park  Station  Better 
Neighborhoods  planning  process  in  the  early  2000s,  the  district  has  undergone  significant  revitalization. 
Recent  public  and  private  investments  include  a new  Avalon  Bay  apartment  project  with  a Whole  Foods 
on  the  ground  floor,  a new  public  library,  and  a redesigned  bus  terminal.  The  Mayor’s  Office  of 
Economic  and  Workforce  Development  recently  selected  Ocean  Avenue  for  the  Invest  in  Neighborhoods 
program,  focusing  City  resources  on  the  district.  Meanwhile,  the  Ocean  Avenue  Association  became  a 
community  benefit  district  (CBD)^^  in  2010,  allowing  the  organization  to  generate  assessment  revenues 
that  - together  with  grant  funds  from  the  City  and  other  organizations  - have  paid  for  new  trees  and 
landscaping,  street  and  sidewalk  cleaning,  public  safety,  marketing,  technical  assistance  for  small 
businesses,  and  other  programs.^® 


Figure  VIII-14.  Ocean  Avenue  Case  Study  Area  and  Primary  Trade  Area 


Community  benefit  districts  are  a type  of  assessment  district,  in  which  property  or  business  owners  elect  to  pay  an 
assessment  in  order  to  fund  activities  such  as  street  and  sidewalk  cleaning,  public  safety,  and  marketing  programs. 
CBD  programming  is  typically  administered  by  a local  merchants'  association. 

Marisa  Lagos,  “Ocean  Avenue  Making  Waves  in  Ingleside,"  San  Francisco  Chronicle,  October  1,  2013, 
http;//www.sfgate.com/bayarea/article/Ocean-Avenue-making-waves-in-lngleside-4857792.php#src=fb;  John  King, 
“Students,  Residents  Come  Together  on  S.F.’s  City  College  Hill,”  San  Francisco  Chronicle,  December  18,  2013, 
http://www.sfgate.eom/bayarea/place/article/Students-residents-come-together-on-S-F-s-City-5073095. php#src=fb; 
J.K.  Dineen,  “Building  beyond  the  Boom,”  San  Francisco  Business  Times,  June  28,  2013, 

http://wvw.bizjournals.eom/sanfrancisco/print-edition/2013/06/28/building-beyond-the-boom.html;  John  King, 
“Exciting,  Enticing:  Housing  That  Fits  in,”  San  Francisco  Chronicle,  February  17,  2013, 

http://www.sfgate.com/bayarea/place/article/Exciting-enticing-housing-that-fits-in-4284949. php#src=fb. 
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Formula  retail  establishments  in  the  Ocean  Avenue  NCT  provide  goods  and  services  that  serve  the  daily 
needs  of  local  residents,  workers,  and  students,  and  have  contributed  to  the  ongoing  revitalization  of  the 
district.  However,  the  corporate  structure  of  formula  retail  establishments  has  also  posed  a barrier  to 
involving  formula  retailers  in  efforts  to  organize  and  improve  the  area. 

The  following  sections  discuss  the  retail  dynamics  in  the  case  study  area,  the  formula  retail  conditional 
use  applications  that  have  been  submitted,  local  demographic,  sales,  and  market  trends,  and  the 
relationship  between  formula  retail  and  the  district’s  urban  form. 

Retail  Dynamics 

In  contrast  to  Upper  Fillmore,  many  storefronts  on  Ocean  Avenue  are  tenanted  >vith  personal 
services,  civic  organizations,  medical  services,  and  other  uses  that  are  not  subject  to  formula  retail 
controls.  Figure  VIII- 15  shows  the  number  of  storefronts  on  Ocean  Avenue  by  type.  Uses  that  are  subject 
to  the  formula  retail  controls  are  indicated  with  an  asterisk.  Of  the  approximately  146  occupied  storefronts 
in  the  case  study  area,  83  storefronts  (or  56  percent)  are  occupied  by  uses  that  are  not  subject  to  the 
controls.  Most  of  these  businesses  are  independent,  but  some  are  chains  or  franchises.  Examples  of  chains 
or  franchises  in  the  case  study  area  that  are  not  considered  formula  retail  under  the  Planning  Code 
definition  include  24  Hour  Fitness,  Union  76,  Valero,  Rai  Care  Centers  of  Northern  California  (a  dialysis 
center),  and  the  Avalon  Bay  Communities  leasing  center. 

Figure  VIII-15.  Occupied  Storefronts  by  Type:  Ocean  Avenue  Neighborhood  Commercial  Transit 
District,  Early  2014 


Number  of  Storefronts 


‘Use  type  subject  to  formula  retail  controls. 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods,  2013;  Strategic  Economics,  2014. 
All  numbers  are  approximate. 


Formula  retail  accounts  for  16  percent  of  the  retail  establishments  in  the  district.  Figure  VIII- 16 
provides  additional  detail  on  those  use  types  that  are  subject  to  formula  retail  controls,  including  the 
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number  of  formula  retail  establishments  by  category.  In  total,  there  are  10  known  formula  retail 
establishments  on  Ocean  Avenue:  5 stores,  4 restaurants,  and  1 bank.  Compared  to  the  citywide  average, 
formula  retailers  make  up  a particularly  high  share  of  retail  stores  on  Ocean  Avenue. 


Figure  VIlI-16.  Formula  and  Independent  Retail  Establishments  by  Use  Type:  Ocean  Avenue 
Neighborhood  Commercial  Transit  District,  Early  2014 


Ocean  Avenue  NCT 

San 

Francisco  (a) 

Use  Type 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a 
% of  Total 

Formula 
Retail  as  a % 
of  Total 

Stores 

5 

17 

22 

23% 

10% 

Restaurants  & Bars 

4 

27 

31 

13% 

11% 

Retail  Services 

0 

8 

8 

0% 

4% 

Banks,  Credit  Unions,  S&L 

1 

1 

2 

50% 

84% 

Total 

10 

53 

63 

16% 

12% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

Use  types  shown  are  subject  to  formula  retail  controls. 

Acronyms: 

S&L:  Savings  and  loans 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  Aii  numbers  are  approximate. 

Many  of  the  formula  and  independent  retail  stores  in  the  district  serve  the  daily  needs  of  residents, 
workers,  and  students.  Figure  VIII-17  shows  the  types  of  retail  stores  in  the  district  by  type.  The 
formula  retail  stores  on  the  street  include  a 7-11  convenience  store,  two  pharmacies  (CVS  and 
Walgreens),  and  the  new  Whole  Foods.  Much  of  the  independent  retail  also  serves  daily  needs,  although 
some  independent,  specialized  retailers  - e.g.,  a furniture  store,  an  appliance  store,  a sewing  supplies  store 
- also  likely  attract  shoppers  from  elsewhere  in  the  city  or  region. 


Figure  VIII-1 7.  Retail  Stores  by  Type:  Ocean  Avenue  Neighborhood  Commercial  Transit  District,  Early 
2014 


Ocean  Avenue  NCT 

San 

Francisco 

(a) 

Store  Type 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a 
% of  Total 

Formula 
Retail  as  a 
% of  Total 

Other  Retail  Stores  (b) 

0 

6 

6 

0% 

4% 

Convenience  & Liquor  Stores 

1 

3 

4 

25% 

10% 

Furniture  and  Appliances 

0 

3 

3 

0% 

11% 

Sporting  Goods,  Hobby,  Book,  Music 

0 

3 

3 

0% 

3% 

Apparel  & Accessories 

0 

2 

2 

0% 

15% 

Pharmacies  & Drug  Stores 

2 

0 

2 

100% 

49% 

Building  Materials  & Garden  Supplies 

1 

0 

1 

100% 

9% 

Supermarkets  & Other  Grocery 

1 

0 

1 

100% 

7% 

Total  Stores 

5 

17 

22 

23% 

10% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

(b)  Includes  fruit  and  vegetable  market,  dollar  store,  pawn  shop,  framing  store,  sewing  supplies  store. 

Sources:  Dun  & Bradstreet,  2012;  OEWD  invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  Aii  numbers  are  approximate. 
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Both  formula  and  independent  retailers  have  contributed  to  the  effort  to  revitalize  Ocean  Avenue. 

The  new  Whole  Foods,  which  opened  in  2013,  filled  a long-standing  need  for  a grocery  store  in  the 
Ingleside  area  and  reportedly  attracts  shoppers  from  across  the  Southern  Neighborhoods.  Champa 
Gardens,  a Southeast  Asian  restaurant  in  Oakland,  opened  a second  location  near  Ocean  Avenue  in  2013, 
drawing  additional  attention  to  the  district.  According  to  the  Executive  Director  of  the  Ocean  Avenue 
Association,  many  formula  retailers  are  also  active  participants  in  the  community.  For  example.  Whole 
Foods  regularly  donates  meeting  space,  food,  and  resources  to  the  community.  Other  formula  retailers 
encouraged  their  landlords  to  vote  in  favor  of  establishing  the  CBD,  and  regularly  provide  volunteers  for 
community  events. 

However,  community  members  note  that  it  is  challenging  to  establish  ongoing  relationships  with 
formula  retailers  because  the  managers  rotate  between  stores  or  do  not  have  the  authority  to  make 
decisions.  On  the  other  hand,  independent  businesses  can  present  different  challenges.  For  instance,  many 
small  businesses  need  assistance  in  maintaining  a well-kept  fagade,  or  in  putting  together  a business  plan. 


Figure  VIII-18.  The  New  Champa  Garden  Restaurant  (left),  Ingleside  Branch  of  the  San  Francisco  Public 
Library  (right),  and  Avalon  Bay/Whole  Foods  Development  (bottom) 


Source:  Strategic  Economics,  2014. 


Formula  Retail  Conditional  Use  Applications 

Since  2007,  the  case  study  area  has  attracted  six  formula  retail  conditional  use  applications;  all  but 
one  has  been  approved.  Figure  VIII-21  shows  the  formula  retail  CU  application  activity  in  the  district. 
Residents  reportedly  opposed  the  Subway  location  because  the  proposed  fonnula  retail  restaurant  would 
have  competed  with  nearby  Viking’s  Giant  Submarines,  a local  independent  retailer. 
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Figure  VIII-19.  Formula  Retail  Conditional  Use  Applications  in  Ocean  Avenue  Neighborhood 
Commercial  Transit  District,  2007 -January  2014 


Business  Name 

Address 

File  Date 

Action 

Date 

Action  Taken 

Subway 

1326  Ocean  Avenue 

2007 

2007 

Withdrawn 

CVS  Pharmacy 

1760  Ocean  Avenue 

2011 

2011 

Approved  with  conditions 

Sherwin-Williams  Paint  Store 

1415  Ocean  Avenue 

2011 

2012 

Approved  with  conditions 

Yogurtland 

1250  Ocean  Avenue 

2012 

2012 

Approved  with  conditions 

Fresh  & Easy  (a) 

1830  Ocean  Avenue 

2012 

2012 

Approved  with  conditions 

Whole  Foods  Market 

1150  Ocean  Avenue 

2012 

2013 

Approved  with  conditions 

(a)  Approved  but  never  opened. 

Sources:  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 


Demographic,  Sales,  and  Market  Trends 

The  primary  trade  area  around  the  Ocean  Avenue  Neighborhood  Commercial  Transit  District  has 
relatively  high  household  incomes,  a high  share  of  families,  and  a high  proportion  of  Asian 
residents.  Figures  VIII-20  through  VIII-23  provide  selected  demographic  characteristics  for  the  Census 
Tracts  in  the  half-mile  radius  around  the  Ocean  Avenue  case  study  area.  Compared  to  the  city  as  a whole, 
the  primary  trade  area  has  relatively  high  household  incomes  (Figures  VIII-20  and  VIII-21),  many 
families  with  and  without  children  (Figure  VIII-22),  and  a high  share  of  Asian  residents  (Figure  VIII-23), 
Both  formula  and  independent  retailers  have  adapted  their  offerings  to  reflect  the  neighborhood’s 
demographics.  For  example,  Beep’s  Burgers  - a local  burgers  joint  that  has  been  on  Ocean  Avenue  since 
1962  - now  offers  teriyaki  bowls  as  well  as  burgers,^’  while  the  Whole  Foods  deli  was  recently  serving 
banh  mi  sandwiches. 

However,  the  half-mile  radius  captures  portions  of  a number  of  distinct  neighborhoods  with 
different  demographic  characteristics.  On  the  west  side  of  the  primary  trade  area,  St.  Francis  Wood  and 
the  Ingleside  Terrace/Merced  Heights  neighborhoods  are  more  affluent,  while  the  Ingleside  and 
Sunnyside  neighborhoods  to  the  east  have  lower  average  incomes. 

Figure  VIII-20.  Population,  Households,  and  Average  Household  Income:  Ocean  Avenue  Primary  Trade 
Area  and  San  Francisco,  2012 

Ocean  Avenue 
Primary  Trade 


Area  San  Francisco 


Population 

30,968 

807,755 

Number  of  Households 

10,095 

340,839 

Average  Household  Size 

3.1 

2.4 

Population  Density  (People  per  Acre) 

25.0 

31.4 

Households  per  Acre 

8.1 

13.2 

Average  Household  Income 

$123,499 

$107,520 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


King,  “Students,  Residents  Come  Together  on  S.F.'s  City  College  Hill.’’ 
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Figure  VIII-21.  Households  by  Income  Level:  Ocean  Avenue  Primary  Trade  Area  and  San  Francisco, 
2012 


$40K-  $60K- 

$59.9K  $99.9K 

Household  Income 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


Figure  VIII-22.  Households  by  Type:  Ocean  Avenue  Primary  Trade  Area  and  San  Francisco,  2012 

T ' Ocean  Avenue 

Primary  Trade  Area 


Single-Person 

Household 


Other  Non-Family 
Households 


Household  Type 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 
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Figure  VIII-23.  Population  by  Race  and  Ethnicity:  Ocean  Avenue  Primary  Trade  Area  and  San 
Francisco,  2012 


60.0% 
c 50.0% 
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fl!  10.0% 
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■ San  Francisco 
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African  Pacific 

American  Islander 
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Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


The  number  of  stores  reporting  sales  tax  has  gone  down  over  time,  while  the  number  of  restaurants 
has  fluctuated  with  the  economy.  Figure  VIII-24  shows  number  of  stores  and  restaurants  on  Ocean 
Avenue  with  one  location  in  San  Francisco  (“single-site  establishments”)  or  more  than  one  location  in 
San  Francisco  (“multiple-site  establishments”).  The  total  number  of  stores  reporting  sales  tax  revenues 
declined  from  62  in  2002  to  47  in  2013.  Single-site  stores  accounted  for  74  percent  of  all  stores  on  Ocean 
Avenue  in  2013,  approximately  the  same  share  as  in  2002.  The  overall  decline  in  stores  may  be  linked  to 
national  trends;  across  the  country,  the  nmnber  of  potential  retail  tenants  has  shrunk  due  to  competition 
with  e-commerce  and  the  consolidation  of  national  retail  brands.  Traditional  retail  spaces  across  the 
country  are  increasingly  being  filled  with  personal,  financial,  and  medical  service  uses. 
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Figure  VIII-24.  Single-  and  Multiple-Site  Stores  and  Restaurants  Reporting  Sales  Tax  in  the  Ocean 
Avenue  Neighborhood  Commercial  Transit  District,  2002-2013 


Multiple-Site 
Establishments 
■ Single-Site 
Establishments 


Restaurants 


■ Multiple-Site 
Establishments 
■ Single-Site 
Establishments 


"Single-Site"  establishments  had  one  location  in  San  Francisco;  "multiple-site"  establishments 
had  more  than  one  location  in  the  city. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Sales  tax  revenues  from  single-site  establishments  have  recovered  since  the  recession.  Figure  VlII-25 
shows  average  sales  tax  revenue  per  single-site  establishment  in  the  Ocean  Avenue  NOT.  In  2013,  retail 
stores  on  Ocean  Avenue  generated  an  average  of  $4,500  in  sales  tax  revenues  per  store,  slightly  higher 
than  average  sales  tax  revenues  for  stores  in  the  Geary  case  study  area  ($3,700  per  store  in  2013)  and 
lower  than  in  Upper  Fillmore  ($6,500  per  store).  Restaurants  on  Ocean  Avenue  reported  lower  sales  tax 
revenues  (an  average  of  $3,700  per  restaurant)  than  restaurants  on  Geary  Boulevard  ($5,400  per 
restaurant)  or  in  Upper  Fillmore  ($14,300  per  restaurant). 
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Figure  VIII-25.  Average  Sales  Tax  Revenue  Per  Single-Site  Establishment:  Ocean  Avenue  Neighborhood 
Commercial  Transit  District,  2002-2013  (Adjusted  to  2013  Dollars) 


"Single-Site"  establishments  are  firms  that  reported  one  location  in  San  Francisco. 

‘Includes  estimate  of  fourth-quarter  sales  tax  revenues  for  2013,  based  on  average  revenues  in  first  three 
quarters  of  the  year. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Rents  in  the  commercial  district  appear  to  be  strengthening,  while  the  vacancy  rate  is  stable.  Figure 
VIII-26  shows  rental  data  from  CoStar  for  the  Ocean  Avenue  NOT  and  Southern  City  commercial  real 
estate  submarket  (defined  by  CoStar),  as  well  as  the  quarter  when  formula  retail  conditional  use 
applications  were  approved  or  withdrawn.  While  rents  in  a small  area  can  fluctuate  significantly  from 
quarter  to  quarter  due  to  one  or  two  transactions,  the  available  data  indicate  that  rents  in  the  case  study 
area  increased  at  the  end  of  2013.  Inventories  conducted  by  OEWD  and  the  Ocean  Avenue  Association 
found  that  the  vacancy  rate  declined  slightly,  from  11  to  10  percent  of  all  storefronts,  between  February 
2013  and  February  2014. 
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Figure  VIII-26.  Rents  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Ocean  Avenue 
Neighborhood  Commercial  Transit  District  and  Southern  City  Submarket,  2006-January.  2014 


CD  Approved 
■mi  CD  Withdrawn 
— Ocean  Ave  NOT 
■ — Southern  City  Submarket 


Fresh  & Easy  is  not  shown  because  store  never  opened,  although  a CD  application  was  approved. 

The  Southern  City  Submarket  stretches  south  of  16th  Street  to  the  Daly  City  border,  and  west  of  Highway  101  to  the  shoreline. 
Acronyms: 

CU;  Conditional  use  application 

NCT:  Neighborhood  commercial  transit  district 

NNN:  Triple  net 

Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  based  on  CoStar  data  that  have  not  been  independently  verified. 


Formula  retail  controls  may  among  the  many  factors  contributing  to  some  long-term  vacancies, 
along  with  design  challenges,  maintenance  needs,  and  other  issues.  For  example,  a 17,300-square-foot 
former  Rite  Aid  at  the  comer  of  Ocean  Avenue  and  Dorado  Terrace  has  been  vacant  for  approximately 
five  years,  creating  a gap  in  activity  that  stretches  for  nearly  half  a block  (Figure  VIlI-27).  The  space  was 
developed  in  the  1980s  as  part  of  a mixed-use  development  and  was  originally  occupied  by  Safeway. 
The  most  recent  tenant.  Rite  Aid,  closed  in  2009,  when  the  company  sold  the  Ocean  Avenue  store  and 
seven  other  locations  to  Walgreens.  Walgreens  still  holds  the  lease,  pays  monthly  rent  on  the  building, 
and  must  approve  any  new  tenants  - a common  arrangement  that  allows  a national  retailer  to  keep  out 
competitors.  The  space  requires  significant  improvements  in  order  to  be  suitable  for  a new  tenant. 
According  to  the  listing  broker,  a formula  retail  tenant  would  be  in  the  best  position  to  invest  in  the 
needed  tenant  improvements  and  occupy  the  large  floor  plate,  but  potential  formula  retail  tenants  have 
been  unwilling  to  consider  the  location  because  of  concerns  about  the  CU  authorization  process. 
However,  a Fresh  and  Easy  grocery  store  successfully  applied  for  a formula  retail  CU  authorization  to 
locate  in  the  space  in  2012,  although  the  store  never  opened  (Fresh  & Easy  scaled  back  its  expansion 
plans  around  this  time  due  to  the  company’s  financial  troubles).  Design  challenges  may  also  be 
contributing  to  the  difficulty  of  leasing  the  space.  The  building  has  only  a few,  small  windows  and  an 
entry  that  is  recessed  from  the  street,  making  it  unappealing  for  many  retailers,  and  has  structural  issues 
that  make  it  difficult  to  further  subdivide. 


It  has  since  been  subdivided;  the  other  unit  in  the  building  is  o.ccupied  by  24  Hour  Fitness. 
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Figure  VIU-27.  Vacant  Storefront  at  Ocean  Avenue  and  Dorado  Terrace  (1830  Ocean  Avenue) 


Neighborhood  Character 

Ocean  Avenue  is  a walkable,  compact  shopping  district,  with  many  commercial  buildings  dating 
from  the  1920s,  1930s,  and  1940s.  Although  many  of  the  older  buildings  have  a distinct  architectural 
character,  others  are  in  need  of  facade  improvements.  As  discussed  above,  approximately  10  percent  of 
the  storefronts  on  Ocean  Avenue  are  vacant,  and  56  percent  are  occupied  by  non-retail  uses. 


Unlike  in  Upper  Fillmore,  many  of  the  formula  retailers  on  Ocean  Avenue  occupy  auto-oriented 
buildings  with  significant  surface  parking.  Figure  VIU-28  shows  parking  lots,  garages,  and  gas  stations 
in  the  case  study  area.  As  noted  in  bold,  many  of  the  surface  lots  serve  formula  retailers,  including  Taco- 
Bell/KFC  and  7-Eleven,  Walgreens,  and  McDonalds  (the  Whole  Foods  garage  is  tucked  behind  the 
building).  There  are  also  three  gas  stations  in  the  case  study  area;  gas  stations  are  not  currently  regulated 
as  formula  retail.^ 


Note  that  data  on  the  size  of  formula  versus  independent  storefronts  were  not  available  for  the  Ocean  Avenue  case 
study  area,  because  the  Dun  & Bradstreet  data  (which  provide  square  footage  information)  were  substantially 
modified  and  updated  for  this  case  study  area. 
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Figure  VIII-28.  Auto-Oriented  Uses  (Parking  Locations  and  Gas  Stations):  Ocean  Avenue  Neighborhood 
Commercial  Transit  District 


9.  Fenced  Off  Lot 
Private  Lot 
22  Spaces 

Formula  retail  establlshmanis  are  not 
Sources:  sr  Park.  2011;  Strategic  Ec 


10.  Beeps  Drive-In 
Private  Lot 
11  Spaces 


11.  Fire  Station 
Private  Lot 
20  Spaces 


12.  76  Gas  Station 
Private  Lot 
12  Spaces 
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Geary  Boulevard  (14*'’  to  28^*’  Avenues) 

The  Geary  Boulevard  case  study  area  (shown  in  Figure  VIII-29)  is  a diverse  commercial  district  known 
for  its  dim  sum  and  Korean  restaurants,  Irish  bars,  and  Russian  bakeries  and  grocery  stores.  The  district  is 
also  home  to  many  personal  care  establishments  and  neighborhood-serving  shops,  including  a number  of 
formula  retail  fast  food  restaurants,  banks,  and  other  chain  stores.  Together,  this  wide  variety  of  retail 
offerings  serves  locals  while  also  attracting  specialty  shoppers  from  around  the  Bay  Area.  The  district 
also  benefits  from  an  active  merchants’  association  and  a well-organized  residents’  association.  At  the 
same  time,  however,  the  case  study  area  faces  physical  challenges  including  poorly  maintained  sidewalks, 
buildings,  and  signage,  as  well  as  many  long-term  small  businesses  that  could  benefit  from  fafade  and 
other  tenant  improvements.  Geary  Boulevard  itself  is  a major  east- west  arterial  with  fast-moving  traffic. 
As  a result  of  these  physical  conditions  and  the  length  and  disparateness  of  the  commercial  district,  the 
case  study  area  struggles  to  present  a distinct  identity. 

The  following  sections  discuss  the  retail  dynamics  in  the  case  study  area,  the  formula  retail  conditional 
use  applications  that  have  been  submitted,  local  demographic,  sales,  and  market  trends,  and  the 
relationship  between  formula  retail  and  the  district’s  urban  form. 


Figure  VIII-29.  Geary  Boulevard  Case  Study  Area  and  Primary  Trade  Area 


San  Francisco  Office  of  Economic  and  Workforce  Development  Invest  in  Neighborhoods  Program.  “Geary 
Boulevard  Neighborhood  Profile,  February  2013,  http://oewd.org/IIN.aspx. 
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Retail  Dynamics 

Stores,  restaurants,  banks,  and  retail  services  occupy  approximately  60  percent  of  the  storefronts  in 
the  Geary  Boulevard  case  study  area.  Figure  VIII-30  shows  the  approximately  225  occupied  storefronts 
in  the  case  study  area  by  type.  Personal  services,  business  and  professional  services,  medical  services,  and 
other  uses  that  are  not  regulated  as  formula  retail  occupy  approximately  40  percent  of  the  storefronts  in 
the  district  - slightly  lower  than  on  Ocean  Avenue,  where  non-retail  uses  account  for  56  percent  of  all 
storefronts.  The  Invest  in  Neighborhoods  program  has  identified  an  “overabundance  of  nail  salons, 
massage  parlors  and  day  spas”  (i.e.,  personal  services)  as  one  of  the  challenges  facing  the 
neighborhood.^”^  While  most  of  the  non-retail  uses  are  independent  businesses,  examples  of  chains  and 
franchises  that  would  not  be  considered  formula  retail  under  the  Planning  Code  include  Jiffy  Lube,  Best 
Cuts,  H&R  Block,  All  State  Insurance,  Farmers  Insurance,  and  State  Farm  Insurance. 

Figure  VIII-30.  Occupied  Storefronts  by  Type:  Geary  Boulevard  Case  Study  Area,  Early  2014 


Stores* 

Restaurants  & Bars* 

Personal  Services 
Business  and  Professional  Services 
Medical  Services 
Civic,  Religious,  Educational  Organizations 
Banks,  Credit  Unions,  Savings  & Loans* 

Miscellaneous 
Auto  Repair  and  Gas  Stations 
Retail  Services* 

0 20  40  60  80 

Number  of  Storefronts 

*Use  type  subject  to  formula  retail  controls. 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods,  2013;  Strategic  Economics,  2014. 

All  numbers  are  approximate. 


Formula  retail  accounts  for  16  percent  of  all  retail  establishments,  but  only  11  percent  of  stores  and 
9 percent  of  restaurants  and  bars  are  formula  retail.  Figure  VIlI-31  shows  those  uses  that  are  subject 
to  the  City’s  formula  retail  controls.  The  overall  proportion  of  fonnula  retail  (16  percent)  is  skewed 


San  Francisco  Office  of  Economic  and  Workforce  Development  Invest  in  Neighborhoods  Program,  "Geary 
Boulevard  Neighborhood  Profile.” 
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Upwards  by  the  many  formula  retail  banks  in  the  case  study  area.  The  share  of  formula  retail  stores  and 
restaurants  in  the  case  study  area  is  comparable  to  citywide  averages. 


Figure  VIII-31.  Formula  and  Independent  Retail  Establishments  by  Use  Type:  Geary  Boulevard  Case 
Study  Area,  Early  2014 


Geary  Boulevard  Case  Study  Area 

San  Francisco  (a) 

Use  Type 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  % 
of  Total 

Formula  Retail  as 
% of  Total 

Stores 

7 

56 

63 

11% 

10% 

Restaurants  & Bars 

5 

49 

54 

9% 

11% 

Retail  Services 

0 

3 

3 

0% 

4% 

Banks,  Credit  Unions,  S&L 

9 

1 

10 

90% 

84% 

Total 

21 

109 

130 

16% 

12% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 
Use  types  shown  are  subject  to  formula  retail  controls. 

Acronyms; 


S&L:  Savings  and  loans 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  All  numbers  are  approximate. 

The  Geary  Boulevard  case  study  area  is  home  to  a wide  range  of  formula  and  independent  retail 
stores  serving  both  residents’  daily  needs  and  providing  more  specialized  goods.  Figure  VIII-32 
shows  retail  stores  by  type  in  the  case  study  area.  The  district’s  formula  retail  stores  include  both  daily 
needs-serving  retailers  (such  as  a new  Grocery  Outlet,  a Walgreens  pharmacy,  and  several  convenience 
stores)  and  more  specialized/comparison  shopping  stores  such  as  an  Aaron  Brothers  framing  store,  a 
Radio  Shack,  and  a Ross  Dress  for  Less  department  store. 


Figure  VIII-32.  Retail  Stores  by  Type:  Geary  Boulevard  Case  Study  Area,  Early  2014 


Geary  Boulevard  Case  Study  Area 

San 

Francisco  (a) 

Retail  Store  Type 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as 
% of  Total 

Formula 
Retail  as  % of 
Total 

Other  Retail  Stores  (b) 

1 

15 

16 

6% 

4% 

Furniture  & Appliances 

1 

10 

11 

9% 

11% 

Supermarkets  & Other  Grocery 

1 

5 

6 

17% 

7% 

Apparel  & Accessories 

0 

5 

5 

0% 

15% 

Convenience  & Liquor  Stores 

2 

3 

5 

40% 

10% 

Bakeries 

0 

5 

5 

0% 

N/A 

Pharmacies  & Drug  Stores 

1 

4 

5 

20% 

49% 

Building  Materials  & Garden  Supplies 

0 

3 

3 

0% 

9% 

Other  Health  & Personal  Care  Stores 

0 

3 

3 

0% 

20% 

Sporting  Goods,  Hobby,  Book,  Music 

0 

3 

3 

0% 

3% 

Department  Stores 

1 

0 

1 

100% 

7% 

Total 

7 

56 

63 

11% 

10% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

(b)  Includes  florists,  framing  stores,  produce  markets,  office  supply,  gift,  jewelry,  and  tobacco  stores. 

N/A;  Not  available 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  All  numbers  are  approximate. 
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Formula  Retail  Conditional  Use  Applications 

The  community  has  generally  supported  conditional  use  applications  for  formula  retail  that  fills 
long-standing  needs,  but  organized  to  oppose  a formula  retail  use  that  competed  with  existing  small 
businesses.  Figure  VIII-33  lists  the  formula  retail  CU  applications  that  have  been  filed  in  the  Geary 
Boulevard  case  study  area  since  CU  authorizations  for  formula  retail  were  first  required  in  2007.  A 
Grocery  Outlet  was  approved  and  opened  in  late  2013  in  a 13,500-square-foot  space  formerly  occupied  by 
Gala  Foods.  According  to  local  stakeholders,  community  members  generally  supported  the  application 
because  it  helped  fill  a need  for  grocery  stores.  On  the  other  hand,  many  community  members  organized 
to  oppose  an  Unleashed  by  PetCo  store  location  that  was  proposed  for  5411  Geary  Boulevard,  because  it 
competed  with  existing  independent  pet  stores  in  the  area.  In  response  to  opposition  to  the  PetCo  store, 
the  Board  of  Supervisors  passed  legislation  in  2011  that  bans  formula  retail  pet  supply  stores  in  the  case 
study  area.  The  PetCo  application  was  subsequently  withdrawn. 


Figure  VIII-33.  Formula  Retail  Conditional  Use  Applications  in  Geary  Boulevard  Case  Study  Area, 
2007-January  2014 


Business  Name 

Address 

File  Date 

Action  Date 

Action  Taken 

Unleashed  by  PetCo 

5411  Geary  Blvd 

2011 

Not  applicable 

Withdrawn 

Grocery  Outlet 

6333  Geary  Blvd 

2013 

2013 

Approved  with  conditions 

Kelly  Moore  Paint 

5411  Geary  Blvd 

2013 

Not  applicable 

Withdrawn 

Sources:  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 


Demographic  and  Market  Trends 

The  half-mile  radius  around  the  Geary  Boulevard  case  study  area  is  home  to  many  moderate- 
income  households,  including  many  families.  Figures  VIII-34  through  VIII-37  provide  selected 
demographic  characteristics  for  the  Census  Tracts  in  the  half-mile  radius  around  the  Geary  Boulevard 
case  study  area.  The  population  density  in  the  Geaiy  Boulevard  primary  trade  area  (40  people  per  acre)  is 
nearly  as  high  as  in  the  half-mile  surrounding  Upper  Fillmore  (44  people  per  acre),  but  in  contrast  to 
Upper  Fillmore  slightly  more  than  half  of  all  households  in  the  Geary  trade  area  are  families  (Figure  Vlll- 
36).  The  average  household  income  around  Geary  is  slightly  lower  than  the  citywide  average  of  $107,500 
(Figure  VIII-34).  Compared  to  San  Francisco  as  a whole,  a high  proportion  of  households  in  the  Geary 
trade  area  earn  between  $20,000  and  $99,999  a year  (Figure  VIII-35).  Asian  and  white  residents  account 
for  a nearly  equal  share  of  the  population  (Figure  VIII-37). 

Figure  VIII-34.  Population,  Households,  and  Average  Household  Income:  Geary  Boulevard  Primaiy 
Trade  Area  and  San  Francisco,  2012 

Geary 
Boulevard 
Primary  Trade 

Area  San  Francisco 


Population 

50,429 

807,755 

Number  of  Households 

20,308 

340,839 

Average  Household  Size 

2.5 

2.4 

Population  Density  (People  per  Acre) 

40.2 

31.4 

Households  per  Acre 

16.2 

13.2 

Average  Household  Income 

$104,067 

$107,520 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 
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Figure  VIIl-35.  Households  by  Income  Level:  Geary  Boulevard  Primary  Trade  Area  and  San  Francisco. 


Less  than  $20K-  $40K-  $60K-  $100K-  More  than 

$20K  $39.9K  $59.9K  $99.9K  $199.99K  $200K 


Household  Income 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


Figure  VIIl-36.  Households  by  Type:  Geary  Boulevard  Primary  Trade  Area  and  San  Francisco,  2012 

45.0%  

„ r;  Geary  Boulevard 

2 40.0%  Primary  iradeArea  HB 

“I  35.0%  1 San  Francisco 

I 25.0%— ^ Jjm 1 ■ 

I 20.0%—  : H j H 

Families  With  Families  Without  Single-Person  Other  Non-Family 
Children  Children  Household  Households 


Household  Type 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 
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Figure  VIII-37.  Population  hy  Race  and  Ethnicity:  Geary  Boulevard  Priinary  Trade  Area  and  San 
Francisco,  2012 


60.0% 
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Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


The  number  of  stores  reporting  sales  tax  has  declined  over  time,  while  the  number  of  restaurants 
has  remained  stable.  As  shown  in  Figure  VIII-38,  the  number  of  stores  (including  both  single-site  and 
multiple-site  establishments)  has  declined  steadily  since  2007.  As  on  Ocean  Avenue,  this  trend  likely 
reflects  the  challenges  that  traditional  brick-and-mortar  retail  stores  are  facing  nationwide.  Meanwhile, 
the  number  of  restaurants  has  remained  stable.  For  both  stores  and  restaurants,  single-site  establishments 
accounted  for  approximately  the  same  percentage  of  total  establishments  in  2013  as  in  2002. 
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Figure  VIlI-38.  Single-  and  Multiple-Site  Stores  and  Restaurants  Reporting  Sales  Tax  in  the  Geary 
Boulevard  Case  Study  Area,  2002-2013 


Multiple-Site 
Establishments 
■ Single-Site 
Establishments 


Restaurants 


» Multiple-Site 
Establishments 
■ Single-Site 
Establishments 


"Single-Site"  establishments  had  one  location  in  San  Francisco;  "multiple-site"  establishments 
had  more  than  one  location  in  the  city. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Since  the  recession,  sales  tax  revenues  from  single-site  establishments  have  recovered  strongly. 
Figure  VIII-39  shows  average  sales  tax  revenue  per  single-site  establishment  in  the  Geary  Boulevard  case 
study  area.  In  2013,  stores  in  the  case  study  area  generated  an  average  of  $3,700  in  sales  tax  revenues  per 
establishment,  slightly  lower  than  average  per-store  revenues  on  Ocean  Avenue  ($4,600  per 
establishment)  and  significantly  lower  than  in  Upper  Fillmore  ($6,500).  Restaurants  on  Geary  Boulevard 
reported  higher  sales  tax  revenues  (an  average  of  $5,400  per  establishment)  than  restaurants  on  Ocean 
Avenue  ($3,700),  but  significantly  lower  revenues  than  restaurants  in  Upper  Fillmore  ($14,300). 
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Figure  VIII-39.  Average  Sales  Tax  Revenue  Per  Single-Site  Establishment:  Geary  Boulevard  Case  Study 
Area,  2002-2013  (Adjusted  to  2013  Dollars) 


"Single-Site"  establishments  had  one  location  in  San  Francisco. 

‘Includes  estimate  of  fourth-quarter  sales  tax  revenues  for  2013,  based  on  average  revenues  in  first 
three  quarters  of  the  year. 

Sources;  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Reflecting  increasing  sales  volumes,  rents  in  the  district  are  reportedly  rising  while  the  vacancy  rate 
has  declined  over  the  past  year.  Figure  VIII-40  provides  CoStar  data  on  rents  for  the  Geary  Boulevard 
case  study  area  and  West  of  Van  Ness  commercial  real  estate  submarket  (defined  by  CoStar),  and  shows 
the  quarter  when  formula  retail  conditional  use  applications  were  approved  or  withdrawn.  According  to 
CoStar,  rents  have  risen  slightly  in  the  case  study  area  since  early  2011.  Local  merchants  have  also  raised 
concerns  about  an  upward  pressure  on  rents.  Storefront  inventories  conducted  by  OEWD  in  February 
2013  and  December  2013  show  the  vacancy  rate  falling  from  eight  percent  to  six  percent  over  the  course 
of  the  year. 

Several  large,  long-vacant  storefronts  have  proved  challenging  to  fill  with  traditional  retail  uses.  For 
example,  a 5,000-square-foot  former  Walgreens  site  at  541 1 Geary  Boulevard  (shown  in  Figure  VIlI-41) 
has  been  vacant  for  a number  of  years.  As  discussed  above.  Unleashed  by  PetCo  submitted  a formula 
retail  CU  application  for  the  space  in  2011,  which  was  withdrawn  amid  significant  controversy.  An 
application  for  a Kelly  Moore  paint  store  in  2013  was  also  withdrawn.  In  early  2014,  the  space  was  leased 
by  Hi-Five  Sports,  an  indoor  sports  facility  that  will  include  a large  basketball  court  for  private  events, 
classes,  and  practice. As  an  athletic  facility  and  the  company’s  first  brick-and-mortar  location,  Hi-Five 
Sports  did  not  require  a formula  retail  CU  authorization. 


Ibid. 

Thomas  K.  Pendergast,  "Proposal  for  New  Petco  Store  on  Geary  Draws  Public  Ire,”  The  Richmond  Review, 
February  201 1 , http://www.sfrichmondreview.com/archives/richmondreview/201  leditions/FebI  1/petco.html;  Joshua 
Sabatini,  “Petco  Barred  from  San  Francisco’s  Geary  Street  by  Pet-Supply  Chain  Ban,”  The  San  Francisco  Examiner, 
July  27,  2011,  http://www.sfexaminer.com/sanfrancisco/petco-barred-from-san-franciscos-geary-street-by-pet-supply- 
chain-ban/Content?oid=2178777;  “Hi-Five  Sports  Zone  Moving  into  Former  Walgreens  Space  near  18th  & Geary," 
Richmondsfblog.com,  March  6,  2014,  http;//richmondsfblog.com/2014/03/06/hi-five-sports-zone-moving-into-former- 
walgreens-space-near-1 8th-geary/. 
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Figure  VIlI-40.  Rents  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Geary  Boulevard 


■ CL)  Withdrawn 

■ CL)  Approved 
-Geary  (28th  to  14th) 


The  West  of  Van  Ness  Submar)<et  stretches  west  from  Van  Ness  and  north  of  16th  Street  to  the  shoreline. 
Acronyms: 

CD:  Conditional  use  application;  NNN:  Triple  net 
Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  based  on  CoStar  data  that  have  not  been  independently  verified. 


Figure  VIIl-41.  Long-Term  Vacant  Storefront  in  the  Geary  Boulevard  Case  Study  Area  (5411  Geary 
Boulevard) 
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Neighborhood  Character 

The  Geary  Boulevard  case  study  area  faces  physical  challenges  including  poorly  maintained 
sidewalks,  buildings,  and  signage,  as  well  as  many  long-term  small  businesses  that  could  benefit 
from  fa9ade  and  other  tenant  improvements.  Geary  Boulevard  itself  is  a major  east-west  arterial  with 
fast-moving  traffic.  As  a result  of  these  physical  conditions  and  the  length  and  disparateness  of  the 
commercial  district,  the  case  study  area  struggles  to  present  a distinct  identity. 


Most  of  the  private  parking  facilities  in  the  Geary  Boulevard  case  study  area  serve  formula  retail 
uses.  Figure  VIII-42  shows  the  location  of  auto-oriented  uses,  including  public  and  private  parking  lots 
and  gas  stations,  in  the  case  study  area.  Formula  retail  uses  - including  Grocery  Outlet,  First  Republic 
Bank,  Walgreens,  Ross,  and  Blockbuster  - occupy  three  of  the  four  parcels  with  private  parking  lots  or 
garages.  The  fourth  private  parking  lot  serves  a gas  station. 


Figure  VIII-42.  Auto-Oriented  Uses  (Parking  Locations  and  Gas  Stations):  Geary  Boulevard  Case  Study 
Area 


Note  that  data  on  the  size  of  formula  versus  independent  storefronts  were  not  available  for  the  Geary  Boulevard 
case  study  area,  because  the  Dun  & Bradstreet  data  (which  provide  square  footage  information)  were  substantially 
modified  and  updated  for  this  case  study  area. 
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Source:  Strategic  Economics,  2014. 


Summary  of  Findings 

Figure  VIII-44  summarizes  some  of  the  characteristic  features  of  the  three  neighborhood  case  study  areas. 
Taken  together,  the  case  studies  suggest  the  following  conclusions. 

Depending  on  their  location,  formula  retail  establishments  can  serve  local  daily  needs  or  cater  to 
regional  shoppers.  In  Upper  Fillmore,  formula  retailers  are  part  of  a cluster  of  high-end  fashion 
boutiques  that  serves  many  shoppers  from  across  the  city  and  region  as  well  as  high-income  residents. 
Meanwhile,  community  members  have  expressed  concerns  about  a loss  of  independent  daily  needs- 
serving  businesses,  which  tend  to  have  lower  profit  margins  and  thus  struggle  to  afford  the  district’s  high 
rents.  On  Geary  Boulevard  and  Ocean  Avenue,  most  formula  and  independent  retail  businesses  tend  to  be 
in  categories  that  serve  residents’  and  workers’  daily  needs,  such  as  grocery  stores,  drug  stores,  banks, 
and  coffee  shops.  However,  as  a major  arterial,  Geary  Boulevard  has  more  comparison  shopping  - 
including  formula  and  independent  retailers  - compared  to  Ocean  Avenue. 

The  urban  form  of  formula  retail  establishments  in  the  case  study  areas  varies  significantly, 
depending  on  the  characteristics  of  existing  built  space  in  the  district  and  the  type  of  function  that 
the  retailers  serve.  In  Upper  Fillmore,  formula  retail  establishments  tend  to  locate  in  Victorian  buildings 
with  limited  parking,  although  on  average  formula  retailers  occupy  larger  storefronts  than  independent 
retailers.  In  contrast,  formula  retail  establishments  on  Ocean  Avenue  and  Geary  Boulevard  are  more 
likely  to  locate  in  auto-oriented  buildings  with  significant  parking.  This  difference  refiects  the  eras  when 
the  districts  were  developed  and  existing  types  of  buildings  in  the  case  study  areas  - after  all,  most  of  the 
formula  retail  has  located  in  existing  buildings  - as  well  as  the  different  functions  that  formula  retail  plays 
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in  the  different  neighborhoods.  Formula  retail  in  Upper  Fillmore  generally  caters  to  comparison  shoppers 
who  are  likely  to  drive  or  take  transit  to  the  district  and  then  walk  from  store  to  store.  On  the  other  hand, 
much  of  the  formula  retail  on  Ocean  Avenue  and  Geary  Boulevard  sell  groceries  and  personal  goods  that 
many  shoppers  buy  in  large  quantities  and  prefer  to  transport  in  a car. 


Figure  VIII-44.  Summary  of  Selected  Case  Study  Area  Characteristics 


Upper  Fillmore 

Ocean  Avenue 

Geary  Boulevard  (14th 
to  28th  Avenues) 

Retail  Mix 

-High-end  apparel  and 
beauty  stores,  home 
furnishings 
-Limited  daily  needs- 
serving  stores 
-Restaurants 

-Personal  services, 
civic  organizations, 
medical  services 
-Many  daily  needs- 
serving  stores 
-Restaurants 

-Personal  services,  civic 
organizations,  medical 
services 

-Mix  of  daily  needs- 
serving  stores  and 
comparison  shopping 
-Restaurants 

Neighborhood 

Character 

-Pedestrian-oriented 
shopping  streets 
-Traditional  Victorian 
mixed-use  buildings 
-Limited  off-street  parking 
for  formula  and 
independent  retail 

-Pedestrian-oriented 

arterial 

-Mix  of  single-use 
retail  buildings  and 
mixed-use 
development 
-Several  surface 

-Major  arterial  corridor 
-Mix  of  single-use  retail 
buildings  and  mixed-use 
development 
-Several  surface  parking 
lots  and  garages  serving 
formula  retailers 

parking  lots  serving 
formula  retailers 

Trade  Area 
Demographics 

-High  household  incomes 
-Small  household  sizes 

-Moderate  to  high 
household  incomes 
-Many  families 

-Moderate  household 

incomes 

-Many  families 

Concentration  of 
Formula  Retail 
(Formula  Retail  as 
a % of  Total  Retail 
Establishments) 

20%  (does  not  include 
international  chains  and 
formula  retail  subsidiaries) 

16% 

16% 

Formula  Retail 
Conditional  Use 
Applications  Since 
2007 

Five;  all  approved 

Six;  one  withdrawn, 
five  approved 

Three;  two  withdrawn, 
one  approved 

Average  Sales  Tax 
Revenues  per 
Single-Site 
Establishments 

$6,500  (stores) 

$14,300  (restaurants) 

$4,600  (stores) 

$3,700  (restaurants) 

$3,700  (stores) 

$5,400  (restaurants) 

Retail  Vacancy 

Rate  (Late 
2013/Early  2014) 

Effectively  zero 

10% 

6% 

Source:  Strategic  Economics,  2014. 


Personal,  business,  and  medical  services  play  an  important  role  in  fdling  vacant  retail  space  in  daily 
needs-serving  districts  like  the  Ocean  Avenue  and  Geary  Boulevard  case  study  areas,  reflecting 
national  retail  market  trends.  While  Upper  Fillmore’s  high  sales  volumes  and  reputation  as  a shopping 
destination  continues  to  attract  many  retail  stores  and  keep  vacancies  low,  non-retail  uses  occupy  a 
significant  share  of  storefronts  on  Geary  Boulevard  and  Ocean  Avenue  (40  percent  and  56  percent, 
respectively).  Moreover,  the  latter  two  case  study  areas  both  experienced  decreases  in  the  number  of  retail 
stores  reporting  sales  tax  revenues  between  2002  and  2013.  This  trend  reflects  the  challenge  that  cities 
across  the  country  are  facing  in  filling  retail  space  with  traditional  retail  activities  as  the  industry  has 
become  increasingly  consolidated,  with  chain  stores  dominating  much  of  the  retail  landscape.  More 
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recently,  brick-and-mortar  retail  stores  have  also  been  forced  to  compete  with  online  sales.  Increasingly, 
cities,  landlords,  and  brokers  rely  on  businesses  that  do  not  typically  face  competition  from  Internet-based 
retailers  (e.g.,  restaurants,  food  stores,  and  personal  services),  or  that  offer  specialized  customer  service  or 
a unique  shopping  experience  (e.g.,  high-end  clothing  stores).  Given  these  trends,  expanding  formula 
retail  controls  to  include  personal,  business,  and  medical  services  could  potentially  make  it  more  difficult 
to  maintain  healthy  vacancy  rates  (i.e.,  vacancy  rates  of  no  more  than  10  percent)  in  some  NCDs. 

The  City’s  formula  retail  controls  may  make  some  spaces  more  challenging  to  lease,  especially 
larger  buildings  that  are  often  best  suited  for  formula  retailers.  Brokers  report  that  the  controls  make 
leasing  large  (>3,000  square  foot)  spaces  particularly  challenging,  because  formula  retailers  can  generally 
fill  more  floor  space  than  independent  retailers  and  can  more  often  afford  to  make  needed  tenant 
improvements  and  pay  the  rents  required  to  lease  larger  storefronts.  On  the  other  hand,  formula  retail 
controls  are  likely  only  one  of  many  factors  contributing  to  long-term  vacancies.  For  example,  the 
vacancy  of  the  former  Rite  Aid  space  on  Ocean  Avenue  is  directly  tied  to  corporate  restructurings  of 
national  chains  (the  space  became  vacant  when  the  Rite  Aid  was  purchased  by  Walgreens;  a Fresh  & 
Easy  that  was  approved  for  the  site  never  opened,  due  to  the  company’s  larger  financial  problems).  The 
storefront,  which  occupies  the  ground  floor  of  a mixed-use  building,  also  suffers  from  significant  design 
challenges  including  structural  issues  that  make  it  difficult  to  subdivide. 

Formula  retail  establishments  often  have  the  resources  to  improve  storefronts  with  challenging 
physical  conditions  and  can  serve  as  anchors  in  revitalizing  neighborhoods,  but  can  also  be 
challenging  to  involve  in  merchant  and  community  organizing  and  outreach.  The  Whole  Foods  on 
Ocean  Avenue  is  an  example  of  a formula  retail  business  that  has  helped  bring  new  customer  traffic  to  a 
struggling  corridor.  On  the  other  hand,  community  members  note  that  it  is  challenging  to  establish 
ongoing  relationships  with  many  formula  retailers  because  the  managers  rotate  between  stores  or  do  not 
have  the  authority  to  make  decisions. 

The  City’s  formula  retail  controls  generally  serve  as  a disincentive  for  formula  retail  establishments 
to  locate  in  NCDs,  but  formula  retailers’  willingness  to  go  through  the  formula  retail  conditional 
use  application  process  depends  on  conditions  in  specific  districts.  The  Upper  Fillmore  and  Ocean 
Avenue  case  study  areas  have  each  attracted  five  to  six  formula  retail  CU  applications  since  the  controls 
went  into  effect  in  2007,  suggesting  that  at  least  some  formula  retail  establishments  have  determined  that 
demand  for  their  goods  and  services  is  strong  enough  in  these  neighborhoods  to  outweigh  the  cost  and 
uncertainty  of  the  CU  process.  Indeed,  all  of  the  CU  applications  in  Upper  Fillmore  and  all  but  one  on 
Ocean  Avenue  have  been  approved.  On  the  other  hand,  the  Geary  Boulevard  case  study  area  has  only 
attracted  three  formula  retail  CU  applications,  of  which  two  have  been  withdrawn.  The  lower  application 
rate  on  this  part  of  Geary  Boulevard  likely  reflects  more  challenging  market  conditions,  as  indicated  by 
the  lower  average  household  incomes  in  the  trade  area  and  lower  sales  volume  for  retail  stores  compared 
to  the  other  two  case  study  areas.  The  significant  community  opposition  that  PetCo  Unleashed 
encountered  may  also  serve  as  a deterrent  for  new  formula  retail  CU  applicants. 

Community  reaction  to  formula  retail  conditional  use  applications  appears  to  depend  on  the 
potential  impact  on  competing  businesses  and  whether  prospective  formula  retail  tenants  are  filling 
long-standing  vacancies  or  meeting  perceived  community  needs.  The  City’s  formula  retail  CU 
application  process  is  designed  to  consider  these  factors.  When  considering  a request  for  a formula  retail 
CU,  the  Planning  Commission  is  required  to  consider  criteria  such  as  the  existing  concentration  of 
formula  retail  uses,  the  availability  of  other  similar  retail  uses,  the  existing  retail  vacancy  rates,  the 
existing  mix  of  citywide-  and  neighborhood-serving  uses,  and  the  compatibility  of  the  proposed  project 
with  the  existing  architectural  and  aesthetic  character  of  the  district. 
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IX.  CONCLUSION 

The  analysis  described  in  this  report  suggests  a number  of  conclusions  about  the  role  that  existing  formula 
retail  establishments  play  in  San  Francisco’s  neighborhoods,  the  impacts  of  the  City’s  existing  formula 
retail  controls,  and  the  potential  effects  of  some  of  the  proposed  changes  to  the  controls.  These 
conclusions  are  discussed  below. 

Existing  Formula  Retail  Establishments  and  San  Francisco’s  Neighborhoods 
Formula  retail  is  most  highly  concentrated  In  places  that  do  not  have  formula  retail  controls  and  in 
neighborhood  shopping  centers.  Overall,  formula  retail  accounts  for  25  percent  of  retail  establishments 
in  commercial/mixed-use  zoning  districts  without  formula  retail  controls,  compared  to  10  percent  of  retail 
establishments  in  commercial/mixed-use  zoning  district  with  controls  (a  category  that  includes  all  of  the 
city’s  neighborhood  commercial  districts).  Formula  retail  is  most  highly  concentrated  in  Downtown, 
South  of  Market,  and  the  northeastern  waterfront,  where  new  formula  retail  is  permitted  without  a 
conditional  use  (CU)  authorization.  There  are  also  significant  concentrations  of  formula  retail  in  shopping 
centers,  including  those  where  new  formula  retail  requires  a CU  authorization  - such  as  Lakeshore  Plaza, 
the  Laurel  Village  Shopping  Center,  and  Geary  and  Masonic  - as  well  as  in  Stonestown  Galleria,  where 
formula  retail  is  not  regulated. 

Formula  retail  establishments  can  serve  local  daily  needs  or  cater  to  regional  shoppers,  depending 
in  part  on  their  location.  For  example,  in  Downtown,  parts  of  South  of  Market,  and  the  northeastern 
waterfront  - areas  where  formula  retail  is  generally  not  regulated  - formula  retail  stores  and  restaurants 
serve  a mix  of  workers,  shoppers,  and  visitors  from  around  the  city,  region,  and  world.  The  most  common 
types  of  formula  retail  in  these  districts  include  apparel  and  accessory  stores,  health  and  beauty  stores,  and 
specialized  retail  stores.  Some  neighborhood  commercial  districts  such  as  Upper  Fillmore  are  also 
emerging  as  regional  shopping  destinations,  and  have  significant  clusters  of  both  formula  and  independent 
clothing  stores,  beauty  stores,  and  other  regional-serving  businesses.  In  general,  however,  pharmacies, 
grocery  stores,  banks,  and  other  uses  that  serve  residents’  daily  needs  account  for  much  of  the  formula 
retail  in  neighborhood  commercial  districts  and  other  commercial/mixed-use  zoning  districts  where 
formula  retail  is  subject  to  controls. 

Real  estate  market  conditions  may  favor  formula  retailers  in  some  highly  desirable  neighborhood 
commercial  districts  that  serve  local  residents,  shoppers  from  around  the  region,  and  tourists. 
Landlords  in  San  Francisco’s  most  attractive  retail  markets  (e.g.,  Upper  Fillmore)  often  require  letters  of 
credit  guaranteeing  6 to  12  months’  worth  of  rent.  Prospective  tenants  may  also  find  it  necessary  to  pay 
either  landlords  or  existing  tenants  “key  money”  in  order  to  secure  a lease.  Start-ups  and  other 
independent  retailers  often  find  it  difficult  to  meet  these  requirements.  Stakeholders  have  also  reported 
incidents  of  landlords  holding  retail  space  vacant  for  significant  periods  of  time  until  a national  tenant  can 
be  found. 

However,  there  does  not  appear  to  be  a consistent  relationship  between  the  approval  of  a new 
formula  retail  conditional  use  application  and  the  subsequent  direction  of  local  rents  and  vacancies. 
Rather,  retail  market  trends  over  time  are  primarily  related  to  regional  and  national  economic  cycles. 

Formula  retail  establishments  often  have  the  resources  to  improve  storefronts  with  challenging 
physical  conditions  and  can  serve  as  anchors  in  revitalizing  neighborhoods,  but  can  also  be 
challenging  to  involve  in  merchant  and  community  organizing  and  outreach.  Compared  to 
independent  businesses,  national  and  regional  retailers  often  have  more  resources  to  invest  in  improving 
facades  and  interiors.  In  addition  to  making  physical  improvements,  a large,  brand-name  retailer  can  also 
contribute  to  the  revitalization  of  a neighborhood  commercial  district  by  drawing  new  customers  to  the 
district.  However,  beyond  drawing  new  customers,  many  formula  retail  stores  contribute  few  other 
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benefits  to  the  neighborhoods  where  they  are  located.  Community  members  note  that  it  is  challenging  to 
establish  ongoing  relationships  with  most  formula  retailers  because  the  managers  rotate  between  stores  or 
do  not  have  the  authority  to  make  decisions.  As  a result  of  this  management  structure,  local  merchants 
associations  report  that  few  formula  retailers  are  active  participants  in  their  efforts  to  organize  events  and 
activities. 

Formula  retailers  generally  occupy  larger  spaces  than  independent  retailers  do,  but  the  relationship 
of  formula  retail  to  neighborhood  character  otherwise  varies  significantly  depending  on  the  type  of 
business  and  the  district  where  it  is  located.  Overall,  nearly  85  percent  of  San  Francisco’s  formula 
retailers  occupy  more  than  3,000  square  feet,  while  80  percent  of  independent  retailers  occupy  3,000 
square  feet  or  less.  However,  the  types  of  buildings  that  formula  retailers  occupy  vary  significantly 
depending  on  business  type  and  the  characteristics  of  specific  neighborhood  commercial  districts.  For 
example,  in  the  Upper  Fillmore  case  study  area,  formula  retail  establishments  tend  to  locate  in  Victorian 
buildings  with  limited  parking,  reflecting  both  the  existing  building  stock  in  the  district  and  the  fact  that 
formula  retail  in  Upper  Fillmore  generally  caters  to  comparison  shoppers  who  are  likely  to  drive  or  take 
transit  to  the  district  and  then  walk  from  store  to  store.  In  contrast,  formula  retail  establishments  in  the 
Ocean  Avenue  and  Geary  Boulevard  case  study  area  are  more  likely  to  locate  in  single-story  retail 
buildings  with  significant  parking.  Many  of  the  formula  retailers  on  Ocean  Avenue  and  Geary  Boulevard 
sell  groceries  and  other  personal  goods  that  shoppers  often  buy  in  large  quantities  and  may  prefer  to 
transport  in  a car. 

Employment  practices  in  San  Francisco  vary  as  much  or  more  by  retail  subsector  and  firm  size  as 
by  whether  a business  is  formula  or  independent.  On  average,  retail  stores  and  restaurants  in  San 
Francisco  pay  similar  wages  regardless  of  whether  the  business  has  just  one  location  in  California 
(“single-site”  firms,  which  served  as  a proxy  for  independent  retailers  in  the  employment  analysis  due  to 
limitations  of  the  employment  data),  or  is  part  of  a company  with  multiple  locations  in  the  state 
(“multiple-site”  firms).  However,  these  averages  mask  large  pay  differences  within  some  retail 
subsectors.  In  some  subsectors  (e.g.,  electronics  and  appliance,  furniture,  health  and  personal  care,  and 
grocery  stores)  workers  at  multiple-site  stores  earned  more  than  workers  at  single-site  stores,  while  in 
other  subsectors  (e.g.  automobile  parts  and  accessories,  liquor,  shoes,  and  sporting  goods  stores),  workers 
at  multiple-site  stores  earned  less  than  workers  at  single-site  stores.  Firms  with  multiple  sites  do  tend  to 
employ  significantly  more  workers  than  firms  with  a single  location,  although  some  of  the  difference  may 
be  due  to  scheduling  and  other  business  practices  (e.g.,  multiple-site  firms  may  tend  to  hire  more  part- 
time  or  temporary  workers). 

Both  nationally  and  in  San  Francisco,  retail  stores  and  restaurants  generally  provide  fewer  benefits 
compared  to  other  types  of  businesses.  Local  and  national  studies  have  also  shown  that  firms  with  fewer 
than  20  employees  - a category  that  includes  most  independent  retailers  - are  less  likely  to  offer  health 
insurance,  paid  time  off,  and  other  benefits  compared  to  firms  with  more  than  20  employees,  a category 
that  includes  most  formula  retailers.  However,  San  Francisco’s  labor  laws  raise  the  floor,  so  that  firms  in 
all  industries  are  required  to  offer  higher  pay  and  better  benefits  compared  to  their  counterparts  elsewhere 
in  the  country,  although  small  firms  are  exempt  from  some  requirements. 


National  data  from  the  2007  Economic  Census  show  that  retail  firms  with  fewer  than  10  outlets  in  the  United 
States  paid  an  average  of  $27,500  per  employee,  per  year.  In  comparison,  firms  with  10  or  more  outlets  paid  an 
average  of  $20,800  per  employee  per  year.  However,  employment  data  by  number  of  outlets  were  not  available  for 
San  Francisco. 

Data  on  part-time  versus  full-time  worker  status  by  industry  and  number  of  outlets  are  not  available  from  any 
known  source. 
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Effects  of  San  Francisco’s  Existing  Formula  Retail  Controls 

The  relatively  low  concentration  of  formula  retail  in  commercial/mixed-use  neighborhoods  with 
formula  retail  controls  in  place  suggests  that  the  controls  are  successfully  limiting  the  number  of 
new  formula  retail  stores  in  the  city’s  neighborhood  commercial  districts,  although  other  factors 
are  also  likely  at  play.  In  addition  to  the  City’s  formula  retail  controls,  other  factors  that  could  affect  the 
concentration  of  formula  retail  in  different  neighborhoods  include  the  prevalence  of  formula  retail  before 
the  controls  went  into  effect  and  the  different  retail  markets  that  various  commercial  districts  serve. 

By  creating  disincentives  for  formula  retailers  to  locate  in  San  Francisco's  neighborhood 
commercial  districts,  the  formula  retail  controls  may  help  lower  rents  for  independent  retailers. 
According  to  brokers  who  work  with  chain  retailers,  obtaining  a formula  retail  CU  authorization  typically 
takes  6 to  12  months  and  can  cost  tens  of  thousands  of  dollars,  including  fees  for  attorneys,  architects,  and 
community  outreach  consultants  and  other  costs.  As  a result,  brokers  report  that  many  formula  retailers 
will  not  propose  a new  location  in  San  Francisco’s  neighborhood  commercial  districts  unless  they  feel 
confident  that  their  CU  application  is  likely  to  be  approved  or  the  location  is  so  desirable  that  the  store  is 
willing  to  take  the  risk.  Some  formula  retailers  are  reportedly  unwilling  to  consider  locations  in  San 
Francisco’s  neighborhood  commercial  districts  at  all.  By  making  neighborhood  commercial  districts  less 
attractive  for  formula  retailers,  formula  retail  controls  may  help  lower  rents  in  some  districts,  reducing 
costs  for  independent  retailers. 

However,  formula  retailers’  willingness  to  go  through  the  formula  retail  conditional  use  application 
process  depends  on  conditions  in  specific  districts.  Formula  retailers  are  more  likely  to  submit 
applications  in  neighborhoods  with  strong  market  demand  for  new  retail  and  where  they  anticipate  a 
positive  reception  by  the  community. 

The  City’s  formula  retail  controls  may  be  a contributing  factor  in  some  long-term  vacancies, 
particularly  of  larger  storefronts.  Brokers  report  that  large,  deep  spaces  may  sit  empty  for  extended 
periods  of  time  if  a formula  retail  CU  application  is  disapproved  or  withdrawn,  and  that  these  vacant 
spaces  can  act  as  a drag  on  the  vibrancy  and  overall  performance  of  the  surrounding  district.  Formula 
retailers  can  generally  fill  more  floor  space  than  independent  retailers,  and  can  more  often  afford  to  make 
needed  tenant  improvements  and  pay  the  rents  required  to  lease  larger  storefronts.  However,  while  the 
formula  retail  controls  may  make  leasing  some  spaces  more  challenging,  obsolete  building  designs, 
significant  maintenance  needs,  and  challenging  locations  also  likely  contribute  to  long-term  vacancies  in 
many  cases. 

While  it  might  be  ideal  to  encourage  property  owners  to  subdivide  or  redevelop  large,  vacant  retail 
spaces,  there  are  significant  limitations  to  this  approach.  Some  large  retail  buildings  are  not  possible 
to  subdivide  into  multiple  smaller  storefronts  that  would  be  more  suitable  for  independent  businesses 
because  of  structural  or  design  issues.  In  terms  of  redevelopment  potential,  some  vacant  retail  buildings 
that  are  too  big  for  most  independent  retailers  are  located  on  parcels  that  are  too  small  to  support  enough 
residential  units  to  justify  the  expense  of  the  demolition  and  construction.  Other  vacant  retail  buildings 
may  present  other  challenges  for  redevelopment.  For  example,  the  vacant,  former  Walgreens  building  in 
the  Geary  Boulevard  case  study  area  is  wedged  between  two  other  retail  buildings,  making  it  a very 
challenging  site  for  any  new  construction. 

Existing  formula  retail  controls  empower  well-organized  community  members  to  keep  out 
unwanted  formula  retail  uses.  The  majority  of  fonnula  retail  CU  applications  have  been  approved. 
However,  in  cases  where  community  members  have  reached  a clear  consensus  that  a proposed  formula 
retailer  is  not  desirable  and  appeared  at  Planning  Commission  hearings,  CU  authorizations  have  often 
been  denied  or  withdrawn.  In  general,  community  reaction  to  formula  retail  CU  applications  appears  to 
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depend  on  factors  such  as  the  potential  impacts  on  competing  businesses,  and  whether  prospective 
formula  retail  tenants  are  filling  long-standing  vacancies  and/or  meeting  perceived  community  needs. 

Current  Issues  and  Potential  Changes  to  Formula  Retail  Controls 

The  Board  of  Supervisors  is  considering  a number  of  different  ordinances  that  would,  among  other 
changes,  expand  the  definition  of  formula  retail  to  include  additional  land  uses,  businesses  that  have  1 1 or 
more  other  outlets  located  anywhere  in  the  world,  and  businesses  that  are  majority  owned  by  a formula 
retail  use  subject  new  land  uses  to  formula  retail  controls.  Other  proposals  would  create  quantitative 
thresholds  for  determining  the  appropriate  level  of  concentration  of  formula  retail  in  neighborhood 
commercial  districts.  In  addition  to  the  changes  that  the  Board  of  Supervisors  is  considering,  stakeholders 
have  also  raised  concerns  about  the  impacts  of  the  formula  retail  controls  on  locally  owned  and  smaller 
retailers  that  are  captured  by  the  City’s  current  definition  of  formula  retail.  The  data  and  analysis 
performed  as  part  of  this  study  led  to  the  following  conclusions  on  these  issues. 

Changing  the  definition  of  formula  retail  to  include  international  chains  with  11  or  more  other 
establishments  anywhere  in  the  world  could  have  a significant  effect  in  certain  neighborhoods,  but 
is  unlikely  to  affect  many  businesses  citywide.  This  proposed  policy  change  is  particularly  relevant  in 
highly  attractive  shopping  districts  like  Upper  Fillmore,  where  international  (as  well  as  domestic) 
businesses  are  reportedly  accelerating  plans  to  open  before  they  reach  the  threshold  for  formula  retail. 
Other  international  chains  have  chosen  to  open  their  first  San  Francisco  locations  in  neighborhoods  with  a 
strong  ethnic  identity,  such  as  Japantown,  Chinatown,  or  the  Mission.  Citywide,  10  percent  of  businesses 
with  1 1 or  more  other  corporate  family  members  are  part  of  a corporation  that  is  headquartered  outside  of 
the  U.S.  However,  the  vast  majority  of  international  businesses  already  have  a long-established  presence 
in  the  U.S.  and  qualify  as  formula  retail  under  the  current  Plaiming  Code. 

Expanding  the  formula  retail  definition  to  include  establishments  that  are  owned  by  formula  retail 
businesses  is  also  likely  to  affect  a small  number  of  potential  new  businesses.  This  proposed  policy 
change  is  designed  to  address  several  recent  cases  of  new  or  proposed  establishments  that  did  not  have  to 
go  through  the  formula  retail  CU  process  even  though  they  were  owned  by  formula  retailers,  such  as  Jack 
Spade  in  the  Mission  (owned  by  Liz  Claiborne)  and  Athleta  and  Evolution  Juice  in  Upper  Fillmore 
(owned  by  The  Gap  and  Starbucks,  respectively).  Citywide,  however,  subsidiaries  - defined  as  companies 
that  are  more  than  50  percent  owned  by  another  corporation  - account  for  only  3 percent  of  retail 
businesses  in  San  Francisco  that  have  12  or  more  corporate  family  members.  Most  of  these  would  already 
qualify  as  formula  retail  under  the  existing  Plarming  Code,  because  they  have  1 1 or  more  other  locations 
of  the  same  trade  name  in  the  U.S. 

Expanding  the  application  of  formula  retail  controls  to  other  types  of  land  uses  could  affect  a 
significant  number  of  businesses  considering  new  locations  in  San  Francisco,  and  make  it  more 
challenging  to  fill  vacant  storefronts  in  some  neighborhood  commercial  districts.  As  the  retail 
industry  has  become  increasingly  consolidated  and  brick-and-mortar  retail  stores  are  forced  to  compete 
with  online  sales,  non-retail  uses  are  playing  an  increasingly  important  role  in  filling  vacant  retail  space. 
Personal,  business,  and  medical  services  play  a particularly  important  role  in  some  of  San  Francisco’s 
more  struggling  retail  districts.  For  example,  while  Upper  Fillmore’s  high  sales  volumes  and  reputation  as 
a shopping  destination  continue  to  attract  many  retail  stores  and  keep  vacancies  low,  non-retail  uses 
occupy  a significant  share  of  storefronts  on  Geary  Boulevard  and  Ocean  Avenue  (40  percent  and  56 
percent,  respectively).  Given  these  trends,  expanding  formula  retail  controls  to  include  new  land  uses 
could  make  it  more  difficult  to  maintain  healthy  vacancy  rates  (i.e.,  vacancy  rates  of  no  more  than  10 
percent)  in  some  neighborhood  commercial  districts.  Moreover,  many  personal,  business,  and  medical 
services  - such  as  hair  and  nail  salons,  gyms,  and  dialysis  centers  - serve  residents’  daily  needs  and  align 
with  the  City’s  vision  of  neighborhood  commercial  districts  as  providing  a range  of  neighborhood-serving 
commercial  uses. 
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The  appropriate  concentration  of  formula  retail  for  neighborhood  commercial  districts  varies 
significantly  depending  on  existing  conditions  and  the  community’s  preferences.  The  existing 
concentration  of  formula  retail  varies  significantly  across  the  city,  and  communities  often  react  differently 
to  formula  retail  CU  applications  depending  on  factors  such  as  the  potential  impacts  on  competing 
businesses  and  whether  prospective  formula  retail  tenants  are  filling  long-standing  vacancies  and/or 
meeting  perceived  community  needs.  Given  this  variation,  it  is  not  possible  to  define  an  ideal  level  of 
concentration  for  formula  retail  that  could  apply  across  multiple  neighborhood  commercial  districts. 

Changing  the  definition  of  formula  retail  to  businesses  with  at  least  20  or  50  other  establishments 
(rather  than  the  current  11)  would  exempt  some  local,  fast-growing  companies,  while  still  capturing 
the  vast  majority  of  national  chains.  Examples  of  businesses  that  started  in  San  Francisco  and  have 
recently  qualified  as  formula  retail  include  Philz  Coffee,  with  14  locations  in  the  Bay  Area;  San  Francisco 
Soup  Company,  with  16  locations  in  the  Bay  Area;  and  Pet  Food  Express,  which  recently  reached 
approximately  50  stores  in  the  Bay  Area,  Sacramento,  and  Carmel.  Overall,  however,  only  5 percent  of 
formula  retailers  in  San  Francisco  are  associated  with  businesses  with  fewer  than  20  total  branches  or 
subsidiaries.  Another  4 percent  have  between  20  and  50  locations.  The  remaining  formula  retailers  are 
either  franchises  (about  17  percent)  or  have  more  than  50  locations  (nearly  75  percent). 

Franchisees  and  other  small  businesses  may  need  more  assistance  in  navigating  formula  retail  and 
other  land  use  controls  and  negotiating  rents.  The  formula  retail  controls  affect  some  small  businesses 
as  well  as  larger,  national  chains.  These  include  rapidly  growing  local  companies  (e.g.,  Philz  Coffee,  San 
Francisco  Soup  Company)  as  well  as  some  franchisees  (i.e.,  individuals  or  small,  local  companies  who 
purchase  the  right  to  use  the  trademark  and  other  standardized  features  fi-om  a large,  national  brand). 
Providing  these  businesses  with  technical  assistance  in  navigating  the  formula  retail  controls  and  other 
land  use  controls  could  help  mitigate  the  impacts  of  the  controls.  Small  businesses  may  also  benefit  from 
additional  assistance  in  negotiating  with  landlords  in  neighborhood  commercial  districts  where  rents  are 
rising  rapidly. 


Formula  Retail  Phase  II  Report 


-118- 


April  10,  2014 


DRAFT 


APPENDIX  A.  DATA  SOURCES  AND  METHODOLOGY; 
IDENTIFYING  EXISTING  FORMULA  RETAIL 


As  summarized  in  Chapter  III,  Strategic  Economics  identified  formula  and  independent  retail 
establishments  using  a database  of  all  businesses  in  San  Francisco  purchased  in  2012  from' Dun  & 
Bradstreet  (D&B).  D&B  is  a commercial  vendor  that  collects  and  sells  data  on  businesses,  assigning  each 
establishment  in  its  database  a unique,  location-specific  Data  Universal  Numbering  System  (D-U-N- 
S®)  Number.  D&B  also  collects  a wide  range  of  data  points  on  each  individual  establishment  including 
business  name,  trade  name,  address,  annual  sales  volume,  number  of  employees,  square  feet  of 
establishment,  year  opened,  line  of  business,  and  corporate  linkages,  including  categorizing  each 
establishment  by  whether  it  is  a single  location,  branch,  headquarters,  or  subsidiary.  The  City  and  County 
of  San  Francisco  geocoded  each  establishment  based  on  the  address  provided  by  D&B. 

The  2012  D&B  database  includes  approximately  82,000  business  establishments  located  in  San 
Francisco.  In  order  to  identify  formula  and  other  retail  establishments.  Strategic  Economics  used  the 
following  methodology: 

1.  Identifying  retail:  Strategic  Economics  used  the  North  American  Industry  Classification  System 
(NAICS)  codes*”’  that  D&B  provides  for  each  establishment  in  the  dataset  to  identify  types  of 
businesses  that  would  most  likely  be  subject  to  the  definition  of  formula  retail  in  the  San  Francisco 
Planning  Code.*”*  Figure  A-1  shows  the  NAICS  codes  considered  to  be  “retail”  under  this  definition, 
based  on  the  Planning  Code  and  discussions  with  Planning  Department  staff.  Retail  establishments 
were  grouped  into  broad  “use  types”  for  the  purposes  of  the  analysis:  stores;  restaurants,  bars,  and 
cafes;  retail  services;  banks,  credit  unions,  and  savings  and  loans.  *”^  Note  that  some  uses  that  are 
often  considered  retail  in  other  contexts  - for  example,  hair  salons,  gyms,  health  care  outlets,  gas 
stations,  home  mortgage  centers,  tax  service  centers,  and  auto  dealerships  - are  not  currently  subject 
to  San  Francisco’s  formula  retail  controls,  and  were  therefore  excluded  from  the  definition  of  retail 
for  the  purposes  of  this  analysis.  Establishments  located  at  San  Francisco  International  Airport  were 
also  excluded  from  the  analysis. 

2.  Identifying  formula  retail:  Formula  retailers  were  identified  as  retail  establishments  with  12  or  more 
global  corporate  family  members  - i.e.,  branches  and  subsidiaries  - as  identified  by  D&B.  D&B 
defines  a branch  as  “a  secondary  location  of  a business.  . . It  will  have  the  same  legal  business  name 
as  its  headquarters,  although  branches  frequently  operate  under  a different  trade  [name].”  A 
subsidiary  is  defined  as  “a  corporation  that  is  more  than  50  percent  owned  by  another  corporation.”**” 


NAICS  is  the  standard  code  system  used  by  federal  statistical  agencies  for  classifying  business  establishments. 

As  stated  in  Section  303(i)(2)  of  the  Planning  Code,  the  following  uses  (as  defined  in  Article  7 and  Article  8 of  the 
Planning  Code)  are  subject  to  the  definition  of  formula  retail:  "Bar,"  "Drive-up  Facility,"  "Eating  and  Drinking  Use," 
"Liquor  Store,"  "Sales  and  Service,  Other  Retail,"  "Restaurant,"  "Limited-Restaurant,"  "Take-Out  Food,"  "Sales  and 
Service,  Retail,"  "Service,  Financial,"  "Movie  Theater,"  and  "Amusement  and  Game  Arcade."  In  addition,  in  the 
Taraval  Street  Neighborhood  Commercial  District  (NCD),  Noriega  Street  NCD,  and  Irving  Street  NCD,  “Trade  Shops" 
are  also  subject  to  the  formula  retail  controls.  Trade  shops  are  defined  in  Section  790.124  as  “a  retail  use  which 
provides  custom  crafted  goods  and/or  services  for  sale  directly  to  the  consumer,  reserving  some  storefront  space  for 
display  and  retail  service  forthe  goods  being  produced  on  site...”  including  repair  of  personal  apparel,  accessories, 
household  goods,  appliances,  and  furniture;  upholstery  services;  carpentry;  building,  electrical,  painting,  roofing, 
furnace  or  pest  control  contractors;  printing  of  a minor  processing  nature;  tailoring;  and  other  artisan  craft  uses, 
including  fine  arts  uses. 

Trade  shops  (in  the  Taraval,  Noriega,  and  Irving  Street  NCDs),  movie  theaters,  and  arcades  were  also  initially 
included  in  the  definition  of  “retail,”  as  these  uses  are  subject  to  the  definition  of  formula  retail  in  the  Planning  Code. 
However,  the  analysis  identified  no  trade  shops  (in  the  relevant  NCDs)  or  arcades  that  could  be  considered  formula 
retail,  and  the  number  of  movie  theaters  in  the  database  was  too  small  (fewer  than  20)  to  draw  any  meaningful 
conclusions.  Therefore,  these  uses  have  been  excluded  from  the  analysis. 

Dun  & Bradstreet,  “Glossary  of  D&B  Terms,”  https://www.dnb.com/Droduct/birqloss.htm. 
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Businesses  with  fewer  than  12  corporate  family  members,  including  businesses  with  a single  location, 
were  categorized  as  “independent”  retail  establishments. 

3.  Limited  data  cleaning:  The  dataset  was  too  large  to  permit  verification  of  all  records.  Strategic 
Economics  conducted  a limited  assessment  of  the  data,  focusing  on  specific  business  types  (movie 
theaters,  coffee  shops,  pet  stores,  banks,  grocery  stores,  pharmacies,  and  wholesale  establishments'"). 
This  process  involved  searching  for  known  formula  and  independent  retail  establishments,  as 
identified  using  Internet  store  locators.  Yelp,  and  other  websites,  in  order  to  verify  the  NAICS  code, 
number  of  branches,  and  locations  of  establishments.  Following  this  assessment,  Strategic  Economics 
made  limited  corrections  to  the  data,  including  changing  inaccurate  NAICS  codes  (for  example,  re- 
categorizing retail  grocery  stores  with  wholesale  NAICS  codes)  and  reclassifying  businesses  that 
were  incorrectly  identified  as  either  formula  or  independent  based  on  the  number  of  corporate  family 
members  listed  in  the  D&B  database.  In  order  to  maintain  consistency  across  the  dataset.  Strategic 
Economics  did  not  add  establishments  that  were  missing  from  the  data  or  remove  closed 
establishments,  businesses  with  incorrect  addresses,  or  duplicate  locations. 

Interpreting  the  Analysis 

In  general,  the  analysis  is  limited  by  the  information  available  in  the  D&B  dataset  and  the  quality  of  the 

data,  which  has  not  been  independently  verified.  The  data  shown  throughout  this  report  have  been 

aggregated  in  order  to  ensure  that  the  results  are  robust."^  Nevertheless,  the  results  should  be  interpreted 

with  the  understanding  that  the  analysis  has  some  limitations,  including  the  following; 

• The  methodology  used  to  identify  formula  retail  does  not  exactly  match  the  City’s  definition  of 
formula  retail.  Strategic  Economics  used  the  industry  codes''^  that  D&B  provides  for  each 
establishment  in  the  dataset  to  identify  types  of  businesses  that  would  most  likely  be  subject  to  the 
definition  of  formula  retail  in  the  Planning  Code.  These  codes  approximate,  but  do  not  exactly 
correspond  to,  the  specific  retail  uses  subject  to  the  definition  of  formula  retail  under  the  Planning 
Code.  In  addition,  the  analysis  relied  on  the  number  of  global  corporate  family  members  (including 
chains  and  subsidiaries)  as  a proxy  for  formula  status,  the  only  such  indicator  available.  In  contrast, 
the  definition  of  formula  retail  in  the  Planning  Code  only  includes  establishments  located  in  the 
United  States  and  is  based  on  standardized  branding,  signage,  and  other  aesthetic  factors,  irrespective 
of  ownership. 

• The  data  are  static.  All  results  are  from  D&B’s  2012  dataset.  Although  the  City  has  purchased  D&B 
data  going  back  to  2004  for  other  purposes,  the  number  of  global  corporate  family  members  - the 
data  field  that  served  as  the  basis  for  identifying  formula  retail  establishments  - is  not  available  in 
most  previous  years. 

• Data  on  individual  businesses  (including  industrv,  number  of  employees,  and  square  footage) 
are  largely  self-reported  and/or  modeled  by  D&B,  and  have  not  been  independently  verified.  In 
addition,  some  types  of  data  (e.g.,  annual  sales,  year  opened)  are  only  available  for  a limited  number 
of  businesses  in  the  dataset;  this  analysis  only  used  variables  for  which  data  were  available  for  most 
establishments. 

• Not  all  businesses  are  included  in  the  dataset,  and  businesses  that  close  or  relocate  may  not  be 
removed.  Although  the  D&B  is  commonly  considered  the  best  commercial  source  of  business  data, 
the  dataset  is  missing  some  businesses  and  includes  others  that  are  closed  or  have  relocated,  as  well  as 
some  duplicate  locations. 


A number  of  retail  establishments  were  miscategorized  as  Wholesale  Trade  (NAICS  code  42). 

For  example,  findings  based  on  fewer  than  20  establishments  were  considered  unreliable  and  are  not  shown. 
The  North  American  Industry  Classification  System  (NAICS)  is  the  standard  code  system  used  by  federal 
statistical  agencies  for  classifying  business  establishments. 
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Figure  A-1.  North  American  Industry  Classification  System  Codes  Included  in  Definition  of  Retail,  by 


Use  Type 

NAICS 

Code Description Use  Type 

441310  Automotive  Parts  & Accessories  Stores  Stores 

442110  Fu  rn  itu  re  Sto  res  Sto  res 

442210  Floor  Covering  Stores  Stores 

442291  Window  Treatment  Stores  Stores 

442299  All  Other  Home  Furnishings  Stores  Stores 

4431 1 1 Household  Appliance  Stores  Stores 

443112  Radio,  Television,  & Other  Electronics  Stores  Stores 

443120  Computer  & Software  Stores  Stores 

443130  Camera  & Photographic  Supplies  Stores  Stores 

444110  Home  Centers  Stores 

444120  Paint  & Wallpaper  Stores  Stores 

444130  Hardware  Stores  Stores 

444190  Other  Building  Material  Dealers  Stores 

444210  Outdoor  Power  Equipment  Stores  Stores 

444220  Nursery,  Garden  Center,  & Farm  Supply  Stores  Stores 

445110  Supermarkets  & Other  Grocery  (except  Convenience)  Stores  Stores 

445120  Convenience  Stores  Stores 

445210  Meat  Markets  Stores 

445220  Fish  & Seafood  Markets  Stores 

445230  Fruit  & Vegetable  Markets  Stores 

445291  Baked  Goods  Stores  Stores 

445292  Confectionery  & Nut  Stores  Stores 

445299  All  Other  Specialty  Food  Stores  Stores 

445310  Beer,  Wine,  & Liquor  Stores  Stores 

446110  Pharmacies  & Drug  Stores  Stores 

446120  Cosmetics,  Beauty  Supplies,  & Perfume  Stores  Stores 

446130  Optical  Goods  Stores  Stores 

446191  Food  (Health)  Supplement  Stores  Stores 

446199  All  Other  Health  & Personal  Care  Stores  Stores 

448110  Men's  Clothing  Stores  Stores 

448120  Women's  Clothing  Stores  Stores 

448130  Children's  & Infants' Clothing  Stores  Stores 

448140  Family  Clothing  Stores  Stores 

448150  Clothing  Accessories  Stores  Stores 

448190  Other  Clothing  Stores  Stores 

448210  Shoe  Stores  Stores 

448310  Jewelry  Stores  Stores 

448320  Luggage  & Leather  Goods  Stores  Stores 

451110  Sporting  Goods  Stores  Stores 

451120  Hobby,  Toy,  & Game  Stores  Stores 

451130  Sewing,  Needlework,  & Piece  Goods  Stores  Stores 

451140  Musical  Instrument  & Supplies  Stores  Stores 

451211  Bookstores  Stores 

451212  News  Dealers  & Newsstands  Stores 

451220  Prerecorded  Tape,  Compact  Disc,  & Record  Stores  Stores 

4521 1 1 Department  Stores  (except  Discount  Department  Stores)  Stores 

452112  Discount  Department  Stores  Stores 

452910  Warehouse  Clubs  & Supercenters  Stores 

452990  All  Other  General  Merchandise  Stores  Stores 

453110  Florists  Stores 

453210  Office  Supplies  & Stationery  Stores  Stores 

453220  Gift,  Novelty,  & Souvenir  Stores  Stores 

453310  Used  Merchandise  Stores  Stores 

453910  Pet  & Pet  Supplies  Stores  Stores 

453920  Art  Dealers  Stores 
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NAICS 

Code 

Description 

Use  Type 

453930 

Manufactured  (Mobile)  Home  Dealers 

Stores 

453991 

Tobacco  Stores 

All  Other  Miscellaneous  Store  Retailers  (except  Tobacco 

Stores 

453998 

Stores) 

Stores 

512131 

Motion  Picture  Theaters  (except  Drive-Ins) 

Movie  Theaters  and  Arcades  (a) 

512132 

Drive-In  Motion  Picture  Theaters 

Movie  Theaters  and  Arcades  (a) 

722110 

Full-Service  Restaurants 

Restaurants,  Bars,  Cafes 

722211 

Limited-Service  Restaurants 

Restaurants,  Bars,  Cafes 

722212 

Cafeterias 

Restaurants,  Bars,  Cafes 

722213 

Snack  & Nonalcoholic  Beverage  Bars 

Restaurants,  Bars,  Cafes 

722330 

Mobile  Food  Services 

Restaurants,  Bars,  Cafes 

722410 

Drinking  Places  (Alcoholic  Beverages) 

Restaurants,  Bars,  Cafes 

323114 

Quick  Printing 

Retail  Services 

812310 

Coin-Operated  Laundries  & Drycleaners 

Retail  Services 

812320 

Drycleaning  & Laundry  Services  (except  Coin-Operated) 

Retail  Services 

812910 

Pet  Care  (except  Veterinary)  Services 

Retail  Services 

812921 

Photofinishing  Laboratories  (except  One-Hour) 

Retail  Services 

238350 

Finish  Carpentry  Contractors 

Trade  Shops  (a) 

323110 

Commercial  Lithographic  Printing 

Trade  Shops  (a) 

323111 

Commercial  Gravure  Printing 

Trade  Shops  (a) 

323113 

Commercial  Screen  Printing 

Trade  Shops  (a) 

323116 

Manifold  Business  Forms  Printing 

Trade  Shops  (a) 

323117 

Books  Printing 

Trade  Shops  (a) 

323118 

Blankbook,  Looseleaf  Binders,  & Devices  Manufacturing 

Trade  Shops  (a) 

323119 

Other  Commercial  Printing 

Trade  Shops  (a) 

323121 

Tradebinding  & Related  Work 

Trade  Shops  (a) 

323122 

Prepress  Services 

Trade  Shops  (a) 

811411 

Home  & Garden  Equipment  Repair  & Maintenance 

Trade  Shops  (a) 

811412 

Appliance  Repair  & Maintenance 

Trade  Shops  (a) 

811420 

Reupholstery  & Furniture  Repair 

Trade  Shops  (a) 

811430 

Footwear  & Leather  Goods  Repair 

Trade  Shops  (a) 

811490 

Other  Personal  & Household  Goods  Repair  & Maintenance 

Trade  Shops  (a) 

Banks,  Credit  Unions,  Savings 

522110 

Commercial  Banking 

& Loans 

Banks,  Credit  Unions,  Savings 

522120 

Savings  Institutions 

& Loans 

Banks,  Credit  Unions,  Savings 

522130 

Credit  Unions 

& Loans 

713120 

Amusement  Arcades 

Movie  Theaters  and  Arcades  (a) 

(a)  Trade  shops  (in  the  Taraval,  Noriega,  and  Irving  Street  NCDs),  movie  theaters,  and  arcades  were  also  initially  included  in  the 

definition  of  “retail,”  as  these  uses  are  subject  to  the  definition  of  formula  retail  in  the  Planning  Code.  However,  the  analysis 
identified  no  trade  shops  (in  the  relevant  NCDs)  or  arcades  that  could  be  considered  formula  retail,  and  the  number  of  movie 
theaters  in  the  database  was  too  small  (fewer  than  20)  to  draw  any  meaningful  conclusions.  Therefore,  these  uses  have  been 
excluded  from  the  analysis. 

Acronyms: 

NAICS:  North  American  Industry  Classification  System 
Source:  Strategic  Economics,  2014. 
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APPENDIX  B.  SAN  FRANCISCO’S  USE  SIZE  CONTROLS 

The  following  tables  provide  information  on  the  use  size  limitations  in  San  Francisco’s  neighborhood 
commercial  districts  (Figure  B-1)  and  other  commercial  districts  (Figure  B-2),  and  on  the  City’s 
conditional  use  requirements  for  large-scale  retail  (Figure  B-3). 


Figure  B-1.  Article  7 Zoning  Districts  - 

- Use  Size  Limitations 

Zoning  District 

Use  Size  Limit  (a) 

North  Beach  NCD 

2,000  square  feet 

Nonresidential  uses  over  4,000sqft  not  permitted,  except  for  Movie 
Theater 

Castro  Street  NCD 

2,000  square  feet 

Nonresidential  uses  over4,000sqft  not  permitted,  except  certain  Large 
Institutions  as  defined  in  Sec.  715.21. 

Pacific  Avenue  NCD 

2,000  square  feet 

Inner  Clement  Street  NCD 

Inner  Sunset  NCD 

Outer  Clement  Street  NCD 

Upper  Fillmore  Street  NCD 

Haight  Street  NCD 

Polk  Street  NCD 

Sacramento  Street  NCD 

Union  Street  NCD 

24*^  Street-Mission  NCT 

24“"  Street-Noe  Valley  NCD 

2,500  square  feet 

West  Portal  Avenue  NCD 

NC-1,  NCT-1 

Broadway 

2,500  square  feet 

Nonresidential  uses  over  4,000sqft  not  permitted 

Hayes-Gough  NCT 

Upper  Market  Street  NCD 

Upper  Market  Street  NCT 

Valencia  Street  NCD 

3,000  square  feet 

NC-2,  NCT-2 

SoMa  NCT 

Ocean  Avenue  NCT 

Glen  Park  NCT 

Folsom  Street  NCD 

Noriega  Street  NCD 

Taraval  Street  NCD 

Judah  Street  NCD 

Irving  Street  NCD 

3,500  square  feet 

NC-3,  NCT-3,  Mission  Street 

NC-S 

Excelsior-Outer  Mission  NCD 

6,000  square  feet 

(a)  Use  size  indicated  is  principally  permitted.  Use  sizes  greater  than  those  indicated  require  a Conditional  Use  authorization  from 

the  Planning  Commission  unless  otherwise  prohibited. 

Source:  San  Francisco  Planning  Code,  Section  121.2. 


Formula  Retail  Phase  II  Report 


-123- 


April  10,  2014 


DRAFT 


Figure  B-2.  Article  8 Zoning  Districts  - 

Use  Size 

Zoning  District  (Planning  Code  Section) 

Use  Size  Restrictions  (Square  Feet) 

Chinatown  Visitor  Retail  (811 .1) 

P up  to  2500 

C for  2501-5000 

Restaurants  up  to  5000  P 

Chinatown  Residential  NCD  (812.1) 

P up  to  2500 

C 2501  - 4000 

RED  (813) 

No  retail 

South  Park  (814) 

Retail  up  to  5000/lot 

C for  5000  bar  or  liquor  store 

SLR  (816) 

No  use  size  limitations 

SLI  (817) 

Financial  services  up  to  4000  and  other  criteria 

Rincon  Hill  Res  MU  (827) 

P up  to  25,000 

C Above 

No  individual  ground  floor  tenant  may  occupy  more  than  75’  of  frontage 
for  a depth  of  25’  on  Folsom  Street 

South  Beach  Downtown  Res  (829) 

P up  to  25,000 

C Above 

MUG  (840) 

All  Retail;  P up  to  25,000/lot; 

Above  25,000  permitted  if  the  ratio  of  other  permitted  uses  to  retail  is  at 
least  3:1 

Formula  Retail:  C subject  to  use  size  of  retail 

MUR  (841) 

Formula  Retail  permitted,  no  use  size  restrictions 

MUO  (842) 

All  Retail:  P up  to  25,000/lot 

UMU  (843) 

All  Retail;  P up  to  25,000/lot;  above  25,000/lot  permitted  if  ratio  of  other 
permitted  uses  to  retail  is  at  least  3:1. 

P up  to  3999  per  use,  C over  4000  per  use 

WMUG  (844) 

P up  to  10,000/lot;  Above  not  permitted;  C for  Formula  Retail 

WMUO  (845) 

P up  to  10,000/lot;  C up  to  25,000;  above  not  permitted 

Formula  Retail:  C up  to  25,000;  not  permitted  above 

SALI  (846) 

Retail:  P up  to  10,000/lot;  C up  to  25,000;  above  not  permitted 

Formula  Retail:  C up  to  25,000/lot;  above  not  permitted 

Red-MX  (847) 

Retail  and  Formula  Retail  not  permitted  - except  with  C in  a Historic 
Building;  Limited  Restaurants  and  Restaurants  are  P up  to  1250/lot 
area,  C above  and  not  permitted  if  in  excess  of  1 FAR; 

Acronyms: 

P = Principally  Permitted 
C = Conditionai  Use  Authorization  required 
FAR  = Floor  Area  Ratio 

Source:  San  Francisco  Planning  Code,  Articie  8. 
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Figure  B-3.  Large  Scale  Retail  Use  Conditional  Use  Requirements 

Single  Retail  Use  Size 

Conditional  Use  Requirements 

Over  50,000  gsf 

Requires  Conditional  Use  authorization  in  all  but  the  C-3  Zoning  District 

Over  90,000  gsf 

Requires  Conditional  Use  authorization  in  C-3  Zoning  District,  unless  already  prohibited 

Over  120,000  gsf 

Prohibited  in  all  but  the  C-3  Zoning  District 

Over  120,000  gsf  AND 
sells  groceries,  contains 
more  than  20,000 
Stockpiling  Units  (SKUs); 
and  devotes  more  than  5% 
of  its  total  sales  floor  area 
to  the  sale  of  non-taxable 
merchandise 

Prohibited  in  all  Zoning  Districts 

Acronyms: 

Gsf  = Gross  Square  Feet 

Source:  San  Francisco  Planning  Code,  Section  121.6. 


Formula  Retail  Phase  II  Report 


-125- 


April  10,  2014 


DRAFT 


APPENDIX  C:  DEFINITIONS  OF  LAND  USES  INCLUDED  IN 
SUPERVISOR  ERIC  MAR’S  PROPOSED  LEGISLATION 

An  ordinance  proposed  by  Supervisor  Eric  Mar  would,  among  other  changes,  add  the  following  land  uses 
to  the  definition  of  formula  retail  in  the  San  Francisco  Planning  Code. 


Figure  C-1.  Land  Uses  Included  in  Supervisor  Eric  Mar's  Proposed  Legislation:  Definitions 


Land  Use 

Definition  (Excerpted  from  San  Francisco  Planning  Code) 

Ambulance  Service 

A retail  use  which  provides  medically  related  transportation  services. 

Animal  Hospital 

A retail  use  which  provides  medical  care  and  accessory  boarding  services  for  animals,  not 
including  a commercial  kennel.... 

Automobile  Parking 

A use  which  provides  temporary  parking  accommodations  for  private  vehicles  whether 
conducted  within  a garage  or  on  an  open  lot,  excluding  accessory  parking... and  community 
residential  parking.... 

Automobile  Sale  or 
Rental 

A retail  use  which  provides  vehicle  sales  or  rentals  whether  conducted  within  a building  or 
on  an  open  lot. 

Automotive  Gas 
Station 

A retail  automotive  service  use  which  provides  motor  fuels,  lubricating  oils,  air,  and  water 
directly  into  motor  vehicles  and  without  providing  automotive  repair  services,  including  self- 
service  operations  which  sell  motor  fuel  only. 

Service  Station:  A retail  automotive  service  use  which  provides  motor  fuels  and  lubricating 
Automotive  Service  oils  directly  into  motor  vehicles  and  minor  auto  repairs; 

Station  and  Repair:  A retail  automotive  service  use  which  provides  any  of  the  following  automotive 

Automotive  Repair  repair  services  when  conducted  within  an  enclosed  building  having  no  openings.... 


Automotive  Wash 

A retail  automotive  service  use  which  provides  cleaning  and  polishing  of  motor  vehicles... . 

Entertainment,  Adult 

A retail  use  which  includes  the  following:  adult  bookstore. ..adult  theater.. .and  encounter 
studio.... 

Entertainment,  Other 

A retail  use,  other  than  adult  entertainment.. .which  provides  live  entertainment,  including 
dramatic  and  musical  performances,  and/or  provides  amplified  taped  music  for  dancing  on 
the  premises,  including  but  not  limited  to  Places  of  Entertainment  and  Limited  Live 
Performance  Locales,  as  defined  in  Section  1060  of  the  Police  Code,  and  which  is 
adequately  soundproofed  or  insulated  so  as  to  confine  incidental  noise  to  the  premises. 

Other  entertainment  also  includes  a bowling  alley,  billiard  parlor,  shooting  gallery,  skating 
rink  and  other  commercial  recreational  activity,  but  it  excludes  amusement  game  arcades, 
as  defined  in  Section  790.4  of  [the  Planning]  Code  and  regulated  in  Section  1036  of  the 

Police  Code. 

Gift  Store  Tourist 
Oriented 

A retail  use  which  involves  the  marketing  of  small  art  goods,  gifts,  souvenirs,  curios, 
novelties  to  the  public,  particularly  those  who  are  visitors  to  San  Francisco  rather  than  local 
residents. 

Hotel,  Tourist 

A retail  use  which  provides  tourist  accommodations,  including  guest  rooms  or  suites,  which 
are  intended  or  designed  to  be  used,  rented,  or  hired  out  to  guests  (transient  visitors) 
intending  to  occupy  the  room  for  less  than  32  consecutive  days. 

Jewelry  Store 

A retail  use  which  primarily  involves  the  sale  of  jewelry  to  the  general  public. 

Large-Scale  Urban 
Agriculture 

The  use  of  land  for  the  production  of  food  or  horticultural  crops  to  be  harvested,  sold,  or 
donated  that  occur:  (1)  on  a plot  of  land  1 acre  or  larger  or  (2)  on  smaller  parcels  that 
cannot  meet  the  physical  and  operational  standards  for  Neighborhood  Agriculture. 

Light  Manufacturing, 
Wholesale  Sales 

Light  Manufacturing:  A nonretail  use  which  provides  for  the  fabrication  or  production  of 
goods,  by  hand  or  machinery,  for  distribution  to  retailers  or  wholesalers  for  resale  off  the 
premises,  primarily  involving  the  assembly,  packaging,  repairing,  or  processing  of 
previously  prepared  materials.... 

Wholesale  Sales:  A nonretail  use  which  exclusively  provides  goods  or  commodities  for 
resale  or  business  use,  including  accessory  storage.... 
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Land  Use 

Definition  (Excerpted  from  San  Francisco  Planning  Code) 

Neighborhood 

Agriculture 

A use  that  occupies  less  than  1 acre  for  the  production  of  food  or  horticultural  crops  to  be 
harvested,  sold,  or  donated  and  comply  with  the  controls  and  standards  herein.  The  use 
includes,  but  is  not  limited  to,  home,  kitchen,  and  roof  gardens.  Farms  that  gualify  as 
Neighborhood  Agricultural  use  may  include,  but  are  not  limited  to,  community  gardens, 
community-supported  agriculture,  market  gardens,  and  private  farms. 

Service  Limited, 
Financial 

A retail  use  which  provides  banking  services,  when  not  occupying  more  than  15  feet  of 
linear  frontage  or  200  sguare  feet  of  gross  floor  area. 

Service,  Personal 
and  Massage 
Establishment 

Personal  Service:  A retail  use  which  provides  grooming  services  to  the  individual,  including 
salons,  cosmetic  services,  tattoo  parlors,  and  health  spas,  or  instructional  services  not 
certified  by  the  State  Educational  Agency,  such  as  art,  dance,  exercise,  martial  arts,  and 
music  classes. 

Massage  Establishment:  Massage  establishments  are  defined  by  Section  1900  of  the  San 
Francisco  Health  Code.  The  massage  establishment  shall  first  obtain  a permit  from  the 
Department  of  Public  Health  pursuant  to  Section  1908  of  the  San  Francisco  Health  Code. 
Massage  establishments  shall  generally  be  subject  to  Conditional  Use  authorization. 

Storage 

A retail  use  which  stores  within  an  enclosed  building  household  goods  or  goods  and 
materials  used  by  other  businesses  at  other  locations,  but  which  does  not  store  junk,  waste, 
salvaged  materials,  automobiles,  inflammable  or  highly  combustible  materials,  or  wholesale 
goods  or  commodities.  It  shall  include  self-storage  facilities  for  household  goods. 

Tobacco 

Paraphernalia 

Establishments 

Retail  uses  where  Tobacco  Paraphernalia  is  sold,  distributed,  delivered,  furnished  or 
marketed  from  one  person  to  another. 

Trade  Shop 

A retail  use  which  provides  custom  crafted  goods  and/or  services  for  sale  directly  to  the 
consumer,  reserving  some  storefront  space  for  display  and  retail  service  for  the  goods 
being  produced  on  site.... 

Source:  San  Francisco  Planning  Code,  Sections  790  and  890,  February  2014. 
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APPENDIX  D.  DEMOGRAPHIC  AND  ECONOMIC  ANALYSIS 

This  appendix  provides  the  following  additional  maps  and  tables  created  as  part  of  the  subarea  analysis: 

• Map  of  total  existing  retail  establishments  (formula  and  independent)  per  square  mile  (Figure  D- 

1) 

• Map  of  total  existing  formula  retail  establishments  per  square  mile  (Figure  D-2) 

• Map  of  population  density  by  Census  Tract  (Figure  D-3) 

• Table  summarizing  population  and  household  density  by  geographic  subarea  (Figure  D-4) 

• Map  of  employment  density  by  Census  Block  (Figure  D-5) 

• Table  summarizing  employment  density  by  geographic  subarea  (Figure  D-6) 

• Map  of  average  household  income  by  Census  Tract  (Figure  D-7)*''^ 

• Map  of  households  earning  less  than  $20,000  a year  by  Census  Tract  (Figure  D-8) 

• Table  summarizing  household  incomes  by  geographic  subarea  (Figure  D-9) 

• Hotels  and  motels  by  subarea  (Figure  D-10) 

Note  that  in  the  map  of  average  household  income  (Figure  D-5),  darker  colors  indicate  higher-income 
areas;  in  the  map  of  households  earning  less  than  $20,000  a year  (Figure  D-6),  darker  colors  indicate 
higher  concentrations  of  low-income  households. 


Average  (mean)  household  income  rather  than  median  household  income  was  used  for  this  analysis  because  the 
former  indicator  more  closely  represents  residents’  buying  power. 
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Figure  D-1.  Total  Existing  Retail  Establishments  (Formula  and  Independent)  per  Square  Mile,  2012 


Figure  D-2.  Existing  Formula  Retail  Establishments  per  Square  Mile,  2012 
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Figure  D-3.  Population  Density  by  Census  Tract,  2012 
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Figure  D-5.  Employment  Density  by  Census  Block,  2012 


Figure  D-6.  Employment  Density  by  Subarea,  2012 
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Figure  D-7.  Average  Household  Income  by  Census  Tract,  2012 
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Figure  D-8.  Percent  of  Households  with  Household  Incomes  Below  $20,000  by  Census  Tract,  2012 


Formula  Retail  Phase  II  Report 


I''ifiure  D-O.  Uousahold  Incomes  by  Subarea,  2012 
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Figure  D- 10.  Hotels  and  Motels  by  Subarea,  2012 
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APPENDIX  E.  FOCUS  GROUP  PARTICIPANTS  AND 
INTERVIEWEES 

At  key  points  throughout  the  study,  the  analysis  was  presented  to  focus  groups  of  stakeholders.  Strategic 
Economics  also  interviewed  several  local  stakeholders  to  supplement  the  comments  provided  at  the  focus 
group  meetings.  Figure  E-1  provides  a list  of  participants  from  the  first  round  of  focus  groups  in  January. 
Figure  E-2  lists  additional  stakeholders  who  were  interviewed  for  the  analysis. 


Figure  E-1.  January  Focus  Group  Participants 


Name 

Affiliation 

DeeDee  Workman 

SF  Chamber 

Ben  Lazzareschi 

CBRE  (Commercial  Realtors) 

Margo  Schaub 

Gap 

Amy  Cohen 

OEWD 

Jordan  Klein 

OEWD 

Nick  Pagoulatos 

Supervisor  Mar's  Office 

Vinny  Eng 

Tartine  Bakery 

Evette  Davis 

CVS/BergDavis  Public  Affairs 

Roy  Chan 

CCDC 

Tracy  Everwine 

Central  Market  CBD 

Hut  Landon 

SF  LOMA 

Christin  Evans 

Haight  Ashbury  Merchant  Group 

President  Fong 

Planning  Commission 

Commissioner  Borden 

Planning  Commission 

Commissioner  Moore 

Planning  Commission 

Regina  Dick-Endrizzi 

Small  Business  Commission  Staff 

Pamela  Mendelsohn 

Colliers 

Debbie  Kartiganer 

Safeway 

Tom  Rocca 

7 Hills  Development 

Lesley  Lionhardt 

Union  Street  Merchants 

Danny  Yadegar 

DTNA 

Commissioner  Dooley 

Small  Business  Commission 

Paul  Warmer 

Paul  Warmer 

Christian  Murdock 

Small  Business  Commission  Staff 

llene  Dick 

BOMA 
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Figure  E-2.  Additional  Interviewees 


Name 

Affilitation 

David  Blatteis 

David  Fishbein 

David  Heller 

Ben  Lazzareschi 

Ross  Portugeis 
Thomas  Reynolds 
Julie  Taylor 

Dan  Weaver 

Chris  Wright 

Blatteis  Realty  Co.,  Inc. 

Runyon  Group 

Greater  Geary  Merchants  Association 

CBRE 

Colliers  International 

Fillmore  Merchants  Association 

Cornish  & Carey  Commercial  Newmark  Knight  Frank 
Ocean  Avenue  Association 

Planning  Association  for  the  Richmond 
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San  Francisco's  Minimum  Wage  History 
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Minimum  Wage  History:  Federal,  State,  City 
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^ Future  and  Potential  Changes:  Federal,  State,  Regional 
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In  the  Next  Three  Years,  the  Gap  Between  the  City  and  State 
Minimum  Wages  Will  Shrink,  and  May  Reverse 
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Source:  Bureau  of  Labor  Statistics,  Occupational  Employment  Statistics 


San  Francisco's  Minimum  Wage  Workers: 
How  Many  Make  Minimum  Wage? 
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In-Home  Supported  Services 
Child  care  providers 
Garage  operators 


Minimum  Wage  Most  Common  in  Occupations  with  More  Women 
Youth,  Seniors,  Latinos,  and  Asians 
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Source:  U.S.  Census,  American  Communities  Survey,  2007-1 1 5%  Microdata  sample.  "Minimum  Wage  Occupations"  include 
food  preparation  and  service,  personal  care  and  service,  and  building  and  grounds  cleaning  and  maintenance  occupations. 


Despite  Built-In  Inflation  Adjustments,  Median  Rents  in  the  City 
Have  Increased  at  Twice  the  Rate  of  the  Minimum  Wage  since  2005 
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Source:  Office  of  Labor  Standards  and  Enforcement;  U.S.  Census  Bureau,  American  Communities  Survey 


Mobility  Prospects  for  Minimum  Wage  Workers  in  San  Francisco 


to 

c 

03 

13  4-» 

S "O 

CO  CU 

9^  ti 


fU  o 

i— 

LL. 


cn  4=i 
c:  -o 

W 03 


0) 


Q)  +-* 
fO  — 

if 

i&, 

> 

>< 

o ^ 


Z3  c 

tj  2 

fU  LI- 
'S c: 
ro  cln 
E c 


CU 

£ 

QJ 


-I 

■fc!  ^ 

03  

£ - 

to  o 

^ ^ CU 

i3  S ^ 

CO  CL  ^ 

=3  „ -P 
TD  ^ P 
C P O 
HH  03  U 


■O  CU  2 

g > ^ 

C -id  CO 

fS  8 I 

r-  CO  n 

"5  m 8 

13  CU 
^ CU  to 

§ O dJ 

> 4_J  -C 

fli  ^ 

^ tf  CO 

E o ^ 

P CL  !□ 
U ^ ^ 

•T  CD  := 
CU  U 

? ^ 

1 ro  ^ 

CU  CO  P 
T3  03 

.y  CO 
O > £ 
^ CU  +3 
^ to  CO 
3 


CD 


^ CU 

it 

Si- 


CU 

TD 


^ -a 
t3  -B 

CO  2 CU 
CU  ^ to 
■p  .y  CU 

.E  £ 
E "o 

c XJ  c 
t— I CD  CD 


cy^ 


to  CU 

.y  > 

■P  o 

p 

&l 

§■  ^ 
O I/) 

CU  ^ 
sz  c 
h-  p 


ODspuejj  ues  jo  A)uno3  pue 


Impact  of  Raising  the  Minimum  Wage: 

Assessing  San  Francisco's  Post-2003  Experience 
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workplaces  increased  by  about  3.5  months. 

The  study  did  not  to  find  any  detectable  negative  effect  on  health  insurance 
coverage  as  a result  of  the  higher  minimum  wage. 
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Source:  Office  of  Labor  Standards  and  Enforcement;  Bureau  of  :abor  Statistics 


In  Today's  Dollars,  Assuming  a 35-Hour  Week,  Average  Weekly 
Restaurant  Wages  Have  Remained  in  a $11.50  - $13.50  Band 


ODSiDueJdi  ues  io  A)uno3  pue 


The  National  Debate  on  Minimum  Wage  Impacts 
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only  look  backwards  at  the  impact  of  changes  made  in  the  past. 

This  research  was  not  designed  to  answer  the  question:  how  high  can  we  raise 
the  minimum  wage  before  we  see  an  impact  on  jobs? 


EDD  Projects  Moderate-to-Robust  Growth  for  Most  San  Francisco 
Industries  That  Would  Be  Affected  by  a Higher  Minimum  Wage 
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Some  Policy  Options  for  Consideration 
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effects  of  local  policies  on  workers  and 
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add  bullet  that  its  mainly  adults,  and  disproportinateiy  benefits  women  and  people  of  color 


Real  wages  fell  for  the  lowest-paid  workers  in  the 
rest  of  the  Bay  Area,  but  grew  in  SF 


10'^  percentile  hourly  real  wages,  2003-2012  in  2012  dollars 
Surrounding  counties  include  San  Mateo,  Santa  Clara,  and  Alameda  counties 


Comparisons  show  that  labor  standards  policies 
did  not  affect  overall  employment. 


Indicates  recession 

Surrounding  counties  include  San  Mateo,  Santa  Clara,  and  Alameda  counties 


Surrounding  counties  include  San  Mateo,  Santa  Clara,  and  Alameda  counties 


How  was  the  cost  absorbed? 
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Conclusions  and  a caveat 
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Director 


April  14,2014 


Dennis  Herrera 
CITY  ATTORNEY 

1 Dr.  Carlton  B.  Goodlett  Place,  Rm.  234 
San  Francisco,  CA  94102 

Dear  Mr.  Herrera: 


DEPARTMENT  OF  ELECTIONS 
City  and  County  of  San  Ftancisco 


Enclosed  for  re-submittal  are  the  following  documents  for  a proposed  ordinance,  which  has  been 
given  the  unofficial  title  of  “Minimum  Wage  Act  of  2014”: 


1 . Request  for  City  Attorney  Title  and  Summary 

2.  Text 

3 . Notice  of  Intent  to  Circulate  Petition 


Please  prepare  a title  and  summary  by  April  29, 2014.  Our  internal  reference  number  for  this 
initiative  is  14-02A.  Thank  you. 

Sincerely, 


Rachel  Gosiengfiao 
Campaign  Services  Manager 


enclosures 


Voice  (415)  554-4375  1 Dr.  Carlton  B.  Goodlett  Place,  Room  48  Absentee  Fax  (415)  554-4372 

Fax  (415)  554-7344  San  Francisco  CA  94102-4634  TIY  r415'l  554-4386 


Page  1 of  1 


Law  Offices  of 

OLSON 
HAGEL  & 
FISHBURN 
LLP 


Lance  H.  Otson 
Deborah  B.  Coplan 
Richard  G.  Miadich 
Richard  R.  Rios 

Bruce  J.  Hagel 
of  counsel 

Diane  M.  Fishburn 
of  counsel 

Christopher  W.  Waddell 
Lacey  E.  Keys 
Matthew  R.  Cody 
Emily  A.  Andrews 
M.  Malta  Vella 
Benjamin  C.  Lee 


SAN  FSANCiSCO 
FILED 

2814  APR  14  PH  3^26 

SEFARTHEWT  §F  EaCTiOK4 

John  Amtz,  Director 

San  Francisco  Department  of  Elections 

City  Hall,  Rm.  #48 

1 Dr.  Caiiton  B.  Goodlett  Place 

San  Francisco,  CA  94102 

Dear  Mr.  Amtz: 

On  Monday,  April  7, 2014,  the  proponents  of  the  “Minimum  Wage  Act  of  2014” 
filed  with  your  office  a request  for  a title  and  summary  for  a proposed  ordinance 
to  be  submitted  to  the  voters  of  the  City  and  County  of  San  Francisco.  The 
proponents  request  that  the  previously  filed  version  be  replaced  with  the  second 
version  enclosed  herein.  The  proponents  further  request  that  your  office  forward 
this  second  version  to  the  City  Attorney  so  that  a ballot  title  and  summary  may  be 
prepared. 

Please  send  the  title  and  summary  to: 

Elizabeth  Anne  Alexander 
144  Highland  Avenue 
San  Francisco,  CA  94110 


A 

ApriH3,2014 


If  you  have  any  questions,  please  call  me  at  (916)  442-2952.  My  fax  number  is 
(916)442-1280. 

Sincerely, 

OLSON,  HAGEL  & FISHBURN,  LLP 

Richard  C.  Miadich 
RCM:kj 


555  Capitol  Moll,  Suite  1425  Sacramento,  CA  95814-4602 
Telephone;  (916)  442-2952  Facsimile:  (916)  442-1280  www.olsonhagel.com 


SAN  FR  ANCISC' 

TEXT  OF  PROPOSED  MEASURE  FILED 

2014  APR  1 4 PH  3:  26 

Be  it  ordained  by  the  People  of  the  City  and  County  of  ELEcTfo?.'.- 

SECTION  1.  Title 

This  measure  shall  be  known  and  may  be  cited  as  the  “Minimum  Wage  Act  of 

2014." 

SECTION  2.  Minimum  Wage  Ordinance 

The  Administrative  Code  is  hereby  amended  by  revising  Sections  12R.3,  12R.4,  12R.9, 
and  12R.13  and  by  adding  new  Section  12R.27  as  follows: 


SEC.  12R.3.  DEFINITIONS. 

As  used  in  this  Chapter,  the  following  capitalized  terms  shall  have  the  following 
meanings: 

"Agency"  shall  mean  the  Living  Wage/Living  Health  Division  of  the  Office  of 
Contract  Administration  or  such  other  City  department  or  agency  as  the  City  shall  by 
resolution  designate. 

"City"  shall  mean  the  City  and  County  of  San  Francisco. 

"Employee"  shall  mean  any  person  who: 

(a)  In  a particular  week  performs  at  least  two  (2)  hours  of  work  for  an 
Employer  within  the  geographic  boundaries  of  the  City;  and 

(b)  Qualifies  as  an  employee  entitled  to  payment  of  a minimum  wage  from 
any  employer  under  the  California  minimum  wage  law,  as  provided  under  Section  1197 
of  the  California  Labor  Code  and  wage  orders  published  by  the  California  Industrial 
Welfare  Commission,  or  is  a participant  in  a Welfare-to-Work  Program. 

"Employer"  shall  mean  any  person,  as  defined  in  Section  18  of  the  California 
Labor  Code,  including  corporate  officers  or  executives,  who  directly  or  indirectly  or 


through  an  agents  any  other  person,  including  through  the  services  of  a temporary 
services  or  staffing  agency  or  similar  entity,  employs  or  exercises  control  over  the 
wages,  hours  or  working  conditions  of  any  Employee.  “Employer”  shall  include  the  City. 
Its  subdivisions,  and  the  San  Francisco  In-Home  Supportive  Seryices  Public  Authority. 

“Large  Business”  shall  mean  an  Employer  for  which  one  hundred  (100)  or  more 

persons  perform  work  for  compensation  during  a given  week.  In  determining  the 

number  of  persons  performing  work  for  an  Employer  during  a given  week,  all  persons 

performing  work  for  compensation  on  a full-time  basis,  part-time,  or  temporary  basis 

shall  be  counted,  including  persons  made  available  to  work  through  the  services  of  a 

temporary  services  or  staffing  agency  or  similar  entity. 

"Minimum  Wage"  shall  have  the  meaning  set  forth  in  Section  12R.4  of  this 

Chapter. 

"Small  Business"  shall  mean  an  Employer  for  which  fewer  than  ten- (-10) 

arsons  perform  work  for  compensation  during-a  given  week.  In  determining  the 

number-of  persQns-peffeFmlRg  work  for-an' Employer  during  a given  week-,  all  persons 

perfer-mlng  work  for  compensation  on  a full-time,  part-time,  or  temporary  basis  shall  be 


staffing -agency  or  similar  entity. 


"Nonprofit  Corporation"  shall  mean  a nonprofit  corporation,  duly  organized, 
validly-existing  and  in  good-standin§-under  the  laws-of  the-juFisdfetien-of  its 
incorporation  and  (if  a foreign  corporation)  in  good  standing  under  the  laws  ef-the  State 


under  Section-504(G)(3)  ef-the-ynited-States-  tnternai-Revenue-Gede-ef-1986,  as 

amended,  and  all  rules  and  regulations  promulgated  under  such  Section. 

"Welfare-to-Work  Program"  shall  mean  the  City's  CalWORKS  Program,  County 
Adult  Assistance  Program  (CAAP)  which  includes  the  Personal  Assisted  Employment 


Services  (PAES)  Program,  and  General  Assistance  Program,  and  any  successor 
programs  that  are  substantially  similar  to  them. 

SEC,  12R.4.  MINIMUM  WAGE. 

(a)  Employers  shall  pay  Employees  no  less  than  the  Minimum  Wage  for  each 
hour  worked  within  the  geographic  boundaries  of  the  City. 

(b)  Except  as  provided  in  Subsection  12R.4(c).  Bbeginning  on  January  1,  2015 
the  effective  date  of  this  Chapter,  the  Minimum  Wage  shall  be  an  hourly  rate  of 
$Sr§Q$13.00,  and  bectinnina  on  January  1,  2016.  the  Minimum  Wage  shall  be  an  hourly 

rate  of  $15.00,  To  prevent  inflation  from  eroding  its  value,  beginning  on  January  1 , 
W&S2017,  and  each  year  thereafter,  the  Minimum  Wage  shall  increase  by  an  amount 
corresponding  to  the  prior  year’s  increase,  if  any,  in  the  Consumer  Price  Index  for  urban 
wage  earners  and  clerical  workers  for  the  San  Francisco-Oakland-San  Jose,  CA 
metropolitan  statistical  area. 

(c)  The  Minimum  Wage  for  ^ Employers  that  are  not  Large  Businesses  SmaU 
Businesses  or  Nonprofit  Corporations  shall  phase  in  over  a two  three  year  period  in 
order  to  afford  such  Employers  time  to  adjust.  For-sueb-E-mpleyers,  the  effective  date  of 
this  Chapter  shall  be  January  1 . 2005.  For-a-transition  period  ^bfieginninq  January  1, 
209E2015  and  ending  December  31 , 200§2015.  the  Minimum  Wage  for  Employees  of 
s«eh  Employers  that  are  not  Large  Businesses  shall  be  an  hourly  rate  of  $7t7-5$13.00. 
Beginning  January  1, 202^2016  and  ending  December  31 . 2016.  the  Minimum  Wage 
for  Employees  of  sueb  Employers  that  are  not  Large  Businesses  shall  be  an  hourly  rate 
of  $14.00.  Beginning  January  1,  2017,  the  Minimum  Wage  for  Employees  of  Employers 

that  are  not  Large  Businesses  shall  be  the  regular  Minimum  Wage  established  pursuant 
to  Section  4(b)Subsection  1 2R.4(b}.- of  {h\s  Chapter. 


SEC.  12R.9.  RELATIONSHIP  TO  OTHER  REQUIREMENTS. 

This  Chapter  provides  for  payment  of  a minimum  wage  and  does  sM  not  be  construed 
to  preempt  or  otherwise  orevenf  liml^-of  affect  the-applicabilitv  the  establishment  of  any 
other  law,  regulation,  requirement,  policy,  or  standard  that  provides  for  payment  of 
higher  or  supplemental  wages  or  benefits,  expands  the  coverage  of  this  Chapter,  or  that 
extends  other  protections  including,  but  not  limited  to,  the  San  Francisco  Minimum 
Compensation  Ordinance.  Nothing  in  this  Chapter  shall  preempt  or  prevent  any  action 
by  the  City  and  County  of  San  Francisco,  including  by  ordinance,  resolution,  or  contract 

to  provide  for  payment  of  higher  or  supplemental  wages  or  benefits,  expansion  of  the 

coverage  of  this  Chapter,  or  extension  of  other  protections  including,  but  not  limited  to, 

the  San  Francisco  Minimum  Compensation  Ordinance.  This  Chapter  shall  not  be 

construed  to  limit  a discharged  employee’s  right  to  bring  a common  law  cause  of  action 

for  wrongful  termination. 

SEC.  12R.13.  AMENDMENT  BY  THE  BOARD  OF  SUPERVISORS. 

This  Chapter  may  be  amended  by  the  Board  of  Supervisors  as  regards-the 
impiementation  or  enforcement  thereof,  but  not  as  regards  the  substantive  requirements 

of  the  Chapter  or  its  scope  of  coverage  provided  that  such  amendments  further  its 
purpose  and  do  not  reduce  protections  for  Employees. 

SEC.  12R.27.  EMPLOYMENT  STANDARDS  OVERSIGHT. 

There  is  hereby  created  an  Employment  Standards  Oversight  Committee 
(‘‘Committee’’.)  This  Committee  shall  consist  of  seven  (7)  members,  four  (4)  appointed 

by  the  Board  of  Supervisors  and  three  (3)  appointed  by  the  Mayor.  The  Mayor  shall 

appoint  at  least  one  (1)  member  representing  employers  and  one  (1)  member 


representing  employees.  Appointments  bv  the  Board  of  Supervisors  shall  be  broadly 

representative  of  the  people  of  the  City  and  County  of  San  Francisco.  The  purpose  of 

this  Committee  is  to  monitor  and  review  San  Francisco  employment  standards  and 

enforcement  including  San  Francisco's  minimum  wage  law,  and  make 
recommendations  to  the  Mayor  and  the  Board  of  Supen/isors.  The  Committee  shall 

review  employment  standards  and  enforcement  policies,  resources  and  staffing  levels 

at  the  Agency  and  the  Office  of  Labor  Standards  Enforcement  and  make 
recommendations  for  adeguate  enforcement  and  education  on  the  minimum  wage  and 

other  employment  standards.  The  Board  of  Supervisors  shall  conduct  a hearing  leading 

UP  to  the  adoption  of  the  budget  to  hear  and  consider  the  report  of  the  Committee.  The 

Committee  shall  also  make  recommendations  to  City  Departments  to  assist  in  enforcing 

labor  laws. 


SECTION  3.  Minimum  Compensation 

The  Administrative  Code  is  hereby  amended  by  revising  Section  70.1 1 as  follows; 

SEC.  70.11  MINIMUM  COMPENSATION 

(a)  All  Employees  of  the  In-Home  Supportive  Services  Public  Authority,  including, 
without  limitation,  IHSS  personnel  referred  to  consumers,  or  referred  by  consumers  for 
inclusion  in  the  Authority,  shall  be  deemed  to  be  "Covered  Employees"  and  sball  be 
paid  no  less  than  the  "Minimum  Compensation,"  as  such  terms  are  defined  in  Chapter 
12P.2  of  the  San  Francisco  Administrative  Code,  and  shall  be  deemed  “Employees'’  and 
paid  no  less  than  the  "Minimum  Wage,”  as  such  terms  are  defined  in  Chapter  12R.3  of 

the  San  Francisco  Administrative  Code.  This  Section  shall  be  implemented  in  a manner 
that  does  not  conflict  with  applicable  federal  or  State  laws. 


SECTION  4.  Severability 

If  any  part  or  provision  of  this  measure,  or  the  application  of  this  measure  to  any 
person  or  circumstance,  is  held  invalid,  the  remainder  of  this  measure,  including  the 
application  of  such  part  or  provisions  to  other  persons  or  circumstances,  shall  not  be 
affected  by  such  a holding  and  shall  continue  in  full  force  and  effect.  To  this  end,  the 
provisions  of  this  measure  are  severable. 


NOTICE  OF  INTENT  TO  CIRCULATE  PETITION 


Notice  is  hereby  given  by  the  persons  whose  names  appear  hereon  of  their  intention  to  circulate 
the  petition  within  the  City  and  County  of  San  Francisco  for  the  purpose  of  amending  the  City’s 
Minimum  Wage  Ordinance. 


Vivian  Jolene  Richardson 
1479  Quesada  Avenue 
San  Francisco,  CA  94124 


Elizabeth  Anne  Alexander 
144  Highland  Avenue 
San  Francisco,  CA  94110 


Date 

.y/y/y 

Date 


Josue  Arguelles 
1777  Haight  Street 
San  Francisco,  CA  94117 


(F-Osue  ArgueUes 


Date 
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SMALL  BUSINESS  COMMISSION 
DRAFT  MEETING  MINUTES 


Monday,  April  28,  2014 
2:00  P.M. 

CITY  HALL,  ROOM  400 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 


SMALL  BUSINESS  COMMISSIONERS 
Stephen  Adams,  President 
Monetta  White,  Vice  President 
Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 


1.  Call  to  order  and  roll  call. 

The  meeting  was  called  to  order  at  2:09  PM.  Commissioners  Adams,  Yee  Riley,  Tour-Sarkissian,  and  White 
were  present.  The  following  commissioners  anived  late  and  at  the  time  indicated:  Commissioner  Dooley  (2:1 5 
PM,  during  consideration  of  Item  4);  Commissioner  Dwight  (2:11  PM,  during  introduction  of  Item  4);  and. 
Commissioner  Oitiz-Cartagena  (2:30  PM,  during  consideration  of  Item  5).  Commissioner  White  departed  the 
meeting  sometime  between  3:17-3:27  PM  during  consideration  of  Item  6. 

2.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

3.  Approval  of  the  April  14,  2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  April  14.  2014  regular  meeting  minutes 
Motion:  Commissioner  Yee  Riley  motioned  to  adopt  the  meeting  minutes. 

2"'*:  Conunissioner  White 

Aye:  Adams,  Yee  Riley,  Toui-Sarkissian,  and  White 
Nay:  None 

Absent:  Dooley,  Dwight,  Ortiz-Cartagena 

4.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Superv  isors  (BOS)  on  BOS  File  No. 
140097  [Planning  Code  - Medical  Cannabis  Dispensaries  - Ocean  Avenue  Neighborhood  Commercial  Transit 
District].  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140097  Legislative  Digest:  BOS  File  No.  140097 

Matthias  Mormino,  Legislative  Aide  to  Supervisor  Norman  Yee,  presented.  Mr.  Monnino  described  the  major 
provisions  of  the  legislation.  He  indicated  the  provisions  will  be  subordinate  to  subsequently  adopted  cit>'wide 
medical  cannabis  dispensary  (MCD)  provisions.  He  further  indicated  that  this  legislation  is  intended  to  address  a 
proliferation  of  MCDs  in  the  Ocean  Avenue  corridor  and  to  retain  a diverse  mix  of  businesses.  Mr.  Monnino 
stated  that  the  Ocean  Avenue  Community  Benefits  Disti'ict  (CBD)  supported  legislation. 

Commissioner  Yee  Riley  asked  whether  the  legislation  would  require  a conditional  use  authorization  (CUA)  in 
SMALL  BUSINESS  COMMISSION 
1 Dr.  Carlton  B . Goodlett  Place,  Room  110 
San  Francisco,  CA  94102 
415.554.6134 
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REGINA  DICK-ENDRIZZI,  DIRECTOR 
CHRISTIAN  MURDOCK,  ACTING  COMMISSION  SECRETARY 


Up 


order  to  open  an  MCD.  Mr.  Mormino  confinned  that  would  be  the  case.  Commissioner  Yee  Riley  then  asked 
whether  neighbors  in  the  vicinity  supported  the  legislation.  Mr.  Moraiino  confirmed  neighborhood  support  for 
this  legislation. 

Motion:  Commissioner  Yee  Riley  motioned  to  recommend  approval  of  the  legislation  as  drafted. 

2"'*:  Conunissioner  White 

Aye:  Adams,  Dooley,  Dwight,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 

Absent:  Ortiz-Cartagena 

5.  Discussion  and  possible  action  to  prepare  a Small  Business  Commission  response  to  the  Planning 
Department’s  “San  Francisco  Formula  Retail  Economic  Analysis,”  including  potential  policy 
recommendations  for  new  or  amended  formula  retail  zoning  controls.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  San  Francisco  Formula  Retail  Economic  Analysis  (Draft) 

Kanishka  Bums,  Planning  Department,  presented.  She  provided  an  overview  of  major  areas  of  study  within  the  San 
Francisco  Formula  Retail  Economic  Analysis,  and  explained  that  it  was  prepared  in  response  to  several  pending 
legislative  proposals  introduced  at  the  Board  of  Supervisors.  These  pending  proposals  would  alter  existing  formula 
retail  (FR)  regulations  in  tliree  general  ways,  some  with  citywide  appUcation  and  others  applicable  only  at  the 
neighborhood-level: 

1 ) Including  worldwide  locations  in  the  count  of  1 1 or  more  establishments. 

2)  Expanding  FR  characteristics  to  include  subsidiaries  of  FR  businesses. 

3)  Subjecting  additional  use  types  to  FR  controls,  in  particular  certain  service  uses. 

Ms.  Burns  stated  that  FR  regulation  is  challenging  because  the  concentration  of  such  uses  varies  widely  across  the 
city,  and  desirability  of  the  uses  varies  by  neighborhood.  For  those  reasons,  certain  aspects  of  FR  - such  as  the 
general  definition  - are  best  regulated  at  the  city-level,  while  other  characteristics  may  be  addressed  best  in 
neighborhood  commercial  district  (NCD)  zoning  controls.  On  the  topic  of  the  number  of  locations  that  should  ti'igger 
FR  controls,  Ms.  Bums  stated  that  changing  the  FR  definition  to  businesses  with  20  or  more  locations  would  still 
capture  most  formula  retailers,  while  allowing  greater  flexibility  to  smaller  enterprises,  including  many  which  were 
founded  and  have  grown  locally.  Ms.  Bums  also  listed  the  criteria  the  Planning  Commission  must  evaluate  for  all 
CUs,  and  then  additional  criteria  unique  to  FR  evaluations. 

Several  commissioners  asked  questions  of  the  presenter: 

Commissioner  Tour-Sarkissian  asked  whether  online  sellers  with  worldwide  operations  would  be  included  in  a 
new  FR  definition.  Ms.  Bums  responded  that  they  would  not,  only  brick-and-mortar  locations.  She  stated  that  by  the 
time  most  international  entities  anive  in  San  Francisco  they  already  have  12  locations  in  the  U.S.  an>nvays. 

Commissioner  Adams  stated  he  generally  likes  the  process  that  is  in  place  cun'ently.  Ms.  Bums  commented 
that  the  Analysis  supports  that  position  that  the  existing  regulations  have  largely  been  effective. 

Commissioner  Dwight  stated  that  the  number  of  locations  is  a bit  of  a red  herring.  What  really  matters  is  the 
size  of  the  company  and  its  resources  to  cause  unfair  competition  and  pricing.  Maybe  number  of  locations  is  not  the 
best  proxy  - maybe  some  other  measure  is  necessaiy.  For  now,  however,  worldwide  locations  should  be  included  in 
the  count. 

Commissioner  Dooley  agreed  that  the  economy  of  scale  of  the  operator  is  an  important  consideration.  The 
conditional  use  (CU)  process  is  appropriate,  because  operators  with  many  locations  can  navigate  tlie  CU  process. 

She  supports  the  12-location  tlii'eshold,  and  sees  no  need  to  change  the  number.  She  also  supports  including 
worldwide  locations  and  subsidiary  ownership. 
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further  called  for  a clean,  simple  process  with  small  businesses  in  mind.  He  added  that  FR  can  be  a benefit  for  a 
neighborhood  if  done  right. 

Commissioner  Adams  mentioned  that  concentration,  spacing,  and  use  mix  decisions  should  be  controlled  at  the 
neighborhood-level.  Commissioner  Dwight  added  that  there  needs  to  be  a caretlil  balancing  of  local  versus  citywide 
control.  Neighborhoods  change  although  few  people  in  the  contemporary  setting  want  their  neighborhood  to  change. 
Commissioner  Dooley  supported  neighborhood-level  control  of  these  factors. 

Commissioner  Dwight  believes  FR  has  an  important  role  to  play  with  providing  certain  moderately-priced 
goods  and  services  in  certain  neighborhoods  where  lower-priced  independently-owned  businesses  are  priced  out  of 
the  market. 

Public  Comment  was  called  for  and  one  member  of  the  public  requested  to  speak: 

Jim  Lazarus,  SF  Chamber  of  Commerce.  Concerned  about  San  Francisco  heading  down  an  anti- 
competitive path.  Interested  in  having  a process  that  weighs  pro’s  and  con’s  and  gives  a fair  hearing  to  all 
businesses.  Sometimes,  neighborhood  character  is  used  to  advance  an  anti-competitive  agenda. 

Public  comment  was  closed. 

The  Commission  took  no  action. 

6.  Discussion  on  the  potential  for  an  increase  to  San  Francisco’s  minimum  wage  hourly  rate.  (Discussion  Item) 

Explanatory  Documents:  City  Economist  Minimum  Wage  Report:  UC  Berkeley  Center  for  Labor  Research  and 
Education  Report;  Minimum  Wa^e  Act  of  2014  Ballot  Measure  Language  (Version  2) 

Director  Dick-Endrizzi  provided  an  introductory  overview  of  the  many  discussions  throughout  the  City  that  have 
occurred  thus  far,  as  well  as  an  explanation  of  the  currently  enacted  and  proposed  minimum  wage  amounts  in 
several  jurisdictions  in  California. 

Commissioner  Dwight  next  provided  a more  detailed  explanation  of  his  involvement  in  various  meetings  on  the 
minimum  wage  topic.  He  explained  where  the  mayor’s  minimum  wage  group  process  has  headed.  The  City’s 
study  of  the  2004  minimum  wage  increase  found  no  detectable  impact  on  employment.  However,  restaurants 
were  already  paying  above  minimum  wage  at  that  time,  and  so  that  sector  felt  little  or  no  shock  from  the 
increase.  In  Commissioner  Dwight’s  opinion,  research  presented  thus  far  is  unable  to  predict  what  will  happen 
from  a new  minimum  wage  increase.  Several  sectors  appear  more  vulnerable  this  time  around,  compounded  by 
new  employer  mandates  imposed  since  2004  (such  as  the  Health  Care  Security  Ordinance  [HCSO]  and  paid  sick 
leave).  He  expects  there  will  be  some  “collateral  damage”  from  a new  minimum  wage  increase  though  the 
overall  economy  will  continue  to  grow.  The  impacts  to  small  businesses  are  unknown. 

Commissioner  Dwight  continued  by  explaining  that  a ballot  measme  has  been  introduced  in  San  Francisco.  The 
group  that  infroduced  the  measure  has  indicated  it  may  amend  or  withdraw  its  measure  in  favor  of  a consensus 
measure;  or,  it  may  keep  its  measure  on  the  ballot  and  the  voters  may  be  faced  with  tv^'o  or  more  minimum  wage 
measures  on  the  ballot.  Commissioner  Dwight  has  spoken  with  production,  distiibution.  and  repair  (PDR), 
nonprofit,  and  restaurant  enteiprises  - and  all  will  experience  a significant  negative  impact  from  a sharp  increase 
in  the  minimum  wage.  Business  groups  are  seeking  a moderate  up-front  increase,  moderate  subsequent 
mcreases,  and  a provision  to  help  slow  additional  increases  if  the  economy  struggles  again  in  the  future.  No 
specific  wage  figures  have  been  proposed  by  the  mayor’s  working  group,  but  time  is  running  short.  Maj  or  Lee 
must  submit  his  ballot  language  by  June  1 5. 

Commissioner  Adams  explained  that  a minimum  wage  increase  is  the  #1  concern  for  small  businesses  and 
nonprofits  with  whom  he  has  spoken.  Some  are  not  hiring  for  summer  due  to  the  uncertainty  surrounding  a wage 
increase. 

Commissioner  Dwight  added  that  a minimum  wage  increase  will  be  the  most  significant  legislative  issue  faced 
yet  by  small  businesses.  Only  small  businesses  aie  at  the  table  for  these  discussions  from  the  business 
community,  since  most  tech  and  laige  businesses  do  not  employ  minimum  wage  workers.  This  is  a real 
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challenge  for  small  businesses  since  none  of  them  have  planned  to  accommodate  such  a large  labor  cost  increase 
so  quickly. 

Commissioner  Yee  Riley  asked  whether  a minimum  wage  increase  would  truly  benefit  San  Franciscans.  She 
believes  many  people  commute  into  the  city  to  work.  Commissioner  Dwight  noted  that  statistics  from  the  city 
economist  show  most  minimum  wage  workers  live  in  San  Francisco  currently.  Yet,  a disproportionately  higher 
minimum  wage  in  the  city  could  lead  to  further  displacement  of  resident  minimum  wage  workers. 

Commissioner  Dooley  has  spoken  with  many  business  owners  on  this,  and  they  are  saying  this  increase  will 
prevent  them  from  continuing  the  practice  of  promoting  people  from  within  due  to  the  ripple  effect  of  a wage 
increase.  Commissioner  Dwight  commented  that  statistics  vary,  but  the  ripple  effect  impacts  wages  upwards  of 
30%  above  the  minimum  wage.  Its  impacts  also  affect  other  costs  based  on  wages,  such  as  workers 
compensation.  There  are  concerns  about  “wage  compression”  where  it  becomes  more  difficult  to  provide  raises 
to  all  workers  as  minimum  wage  approaches  tire  maximum  affordable  amount  for  businesses. 

Commissioner  Dwight  relayed  two  other  considerations  in  the  minimum  wage  discussion.  The  first  is  that  many 
businesses  are  concerned  about  negative  impacts  on  youth  employment  as  labor  costs  increase  and  they  are 
forced  to  instead  hire  more  experienced  workers  due  to  the  higher  wage  rate.  The  second  is  the  topic  of  tipped 
employees,  which  has  come  up  frequently  in  discussions.  A “tip  credit”  is  illegal  in  California  and  so  cannot  be 
incorporated  in  any  proposal. 

Commissioner  Ortiz-Cartagena  communicated  that  the  people  he  speaks  to  are  tired  of  small  businesses  being  the 
collateral  damage  of  new  policies.  It  is  small  businesses  that  made  the  city  desirable  and  are  the  roots  of  the  city. 
It  is  small  businesses  that  pay  thefr  mortgage  late  so  they  can  make  payroll.  He  refuses  to  be  a “blip”  in  a new 
policy.  There  are  faces  to  small  business  and  his  is  one.  He  expressed  finstration  that  businesses  cannot 
reasonably  account  for  a 22%  payroll  increase  in  eight  months.  People  in  the  city  need  to  understand  these 
impacts. 

Public  Comment  was  called  for  and  two  members  of  the  public  requested  to  speak: 

Jim  Lazarus,  SF  Chamber  of  Commerce.  A minimum  wage  increase  will  impact  large  and  small 
businesses.  It  is  ironic  that  among  the  Board  of  Supervisors  protecting  small  businesses  by  expanding  fonnula 
retail  controls  has  broad  support,  but  there  is  no  political  consequence  to  them  from  increasing  the  minimum 
wage.  Compounding  city  policies  likely  have  slowed  the  growth  and  rebound  of  jobs  during  last  recovery,  and 
finally  the  economy  has  healed  to  a point  where  it  can  sustam  the  current  cost  increases.  Additional  increases 
would  be  detrimental. 

Tracey  Turk.  Asked  from  where  the  ballot  initiative  came. 

Public  comment  was  closed. 

Commissioner  Dwight  explained  that  he  believes  this  increase  may  be  tied  to  other  ongoing  negotiations  beriveen 
the  City  and  the  Service  Employees  International  Union  (SEIU).  The  SERJ  does  not  represent  the  position  of  all 
labor  groups.  There  are  a number  of  ways  to  be  heard  in  this  process,  including  the  minimumwage@sfgov.org  e- 
mail  address. 

CoiTunissioner  Yee  Riley  asked  about  the  next  steps  in  the  process.  Commissioner  Dwight  mentioned  there  will 
be  a third  minimum  wage  group  meeting  where  it  is  expected  a number  will  be  presented  along  with  specific 
provisions.  There  is  concern  about  committing  to  a wage  figure  at  this  point  as  it  might  prematurely  commit  the 
mayor  to  a specific  path. 

Commissioner  Adams  stated  he  is  very  comfortable  with  the  direction  proposed  by  Commissioner  Dwight. 
Commissioner  Dooley  would  like  to  make  recommendations  as  follows: 

1)  Appropriate  phase  in  period. 

2)  Include  a separate  wage  for  youth  workers,  trainees,  hard  to  place  workers,  tipped  employees,  social 
enterprises,  and  disabled  persons. 
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3)  Requirement  to  track  the  economic  impacts  of  a minimum  wage  increase. 

4)  Include  a “trigger  clause”  allowing  the  Board  of  Supervisors  to  delay  or  decrease  subsequent  minimum 
wage  increases  if  the  unemployment  rate  reaches  a certain  threshold. 

5)  Offsets  to  small  business  taxes  and  fees  such  as  a payroll  tax  credit  during  the  Gross  Receipts  Phase-in. 
The  Commission  took  no  action. 

7.  Director’s  Report.  (Discussion  Item) 

None. 

8.  President’s  Report.  (Discussion  Item) 

Commissioner  Adams  reminded  the  public  of  the  start  of  Small  Business  Week  in  tv^^o  weeks. 

9.  Vice  President’s  Report.  (Discussion  Item) 

None  (Commissioner  White  absent). 

10.  Commissioner  Reports.  (Discussion  Item) 

Commissioner  Dwight  reported  his  involvement  in  minimum  wage  discussions  with  Mayor  Lee  and  all  members 
of  the  Board  of  Supervisors,  the  Chamber  of  Commerce,  and  individual  meetings.  He  indicated  he  is  trying  his 
best  to  represent  small  business  interests  in  all  discussions.  He  believes  this  is  most  significant  and  impactful 
legislation  the  Commission  will  ever  consider. 

Commissioner  Adams  implored  all  commissioners  to  talk  to  their  neighbors  and  peers  on  this  topic. 

11.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

12.  New  Business.  (Discussion  Item) 

None. 

13.  Adjournment.  (Action  Item) 

Motion:  Commissioner  Dwight  motioned  to  adjourn  in  honor  of  John  Legnitto. 

2““^:  Cormnissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  and  Tour-Sarkissian 
Nay:  None 
Absent:  White 

The  meeting  adjourned  at  4: 14  PM. 
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SMALL  BUSINESS  COMMISSION 
NOTICE  OF  MEETING  & AGENDA 


Monday,  May  5,  2014 

5:30  P.M. 

CITY  HALL,  ROOM  408 
(No/e  Meeting  Location) 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 

GOVERNMENT 
DOCUMENTS  DEPT 

c 

SMALL  BUSINESS  COMMISSIONERS 

MAY  - 5 2014 

S'n 

Stephen  Adams,  President 

SAN  FRANCISCO 

1 

Monetta  White,  Vice  President 

PUBLIC  LIBRARY 

Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 

1.  Call  to  order  and  roll  call. 

2.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

3.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140098  [Initiative  Ordinance  - Business  and  Tax  Regulations  Code  - Tax  on  Sugar-Sweetened  Beverages  to 
Fund  Food  and  Health  Programs]:  Motion  ordering  submitted  to  the  voters  at  an  election  to  be  held  on  November 
4,  2014,  an  Ordinance  amending  the  Business  and  Tax  Regulations  Code  by  adding  a new  Article  8,  imposing  a tax 
of  two  cents  per  ounce  on  the  distribution  of  sugar-sweetened  beverages,  to  fund  City-operated  programs  and  City 
grants  for  active  recreation  and  improving  food  access,  health,  and  nutrition,  and  to  fund  San  Francisco  Unified 
School  District  physical  education,  after-school  physical  activity,  health,  or  nutrition  programs,  and  school  lunch  and 
other  school  nutrition  programs.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140098  Legislative  Digest:  BOS  File  No.  140098; 

Presentation  by  Supervisor  Scott  Wiener 

4.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140284  [Building  Code  - Vacant  or  Abandoned  Commercial  Storefronts  and  Registration  Fee]:  Ordinance 
amending  the  Building  Code  to  establish  a procedure  for  maintaining  and  registering  vacant  or  abandoned 
commercial  storefronts,  including  imposition  of  a registration  fee.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140284  Legislative  Digest:  BOS  File  No.  140284 
Presentation  by  Ashley  Summers,  Legislative  Aide  to  Supervisor  Katy  Tang 

5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140317  [Administrative  Code  - Irrevocable  Employer  Health  Care  Expenditure  Requirement  and 
Establishment  of  Health  Care  Access  Assistance  Program]:  Ordinance  revising  the  Health  Care  Security 
Ordinance  to  require  all  health  care  expenditures  to  be  made  irrevocably;  to  establish  a City  public  benefit  program 
known  as  the  Health  Care  Access  Assistance  Program  (HCAAP);  to  describe  the  public  benefits  available  under  each 
of  HCAAP’s  three  component  programs.  Healthy  San  Francisco,  Covered  San  Francisco,  and  Health  Care  Access 
Accounts;  to  set  certain  eligibility  requirements  for  program  participants;  and  to  set  an  operative  date  of  October  1, 
2014.  (Discussion  and  Possible  Action  Item) 
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Explanatory  Documents:  BOS  File  No.  140317  Legislative  Digest:  BOS  File  No.  140317:  Dept,  of  Public  Health 
(DPH)  Memorandum  to  SBC 

Presentation  by  Hillary  Ronen,  Legislative  Aide  to  Supervisor  David  Campos;  Ellen  Love,  Office  of  Labor  Standards 
Enforcement 

6.  Discussion  and  possible  action  to  prepare  a Small  Business  Commission  response  to  the  potential  for  an 
increase  to  San  Francisco’s  minimum  wage  hourly  rate.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  City  Economist  Minimum  Wage  Report:  UC  Berkeley  Center  for  Labor  Research  and 
Education  Report:  Minimum  Wage  Act  of  2014  Ballot  Measure  Language  (Version  2) 

7.  Discussion  and  possible  action  to  prepare  a Small  Business  Commission  response  to  the  Planning 
Department’s  “San  Francisco  Formula  Retail  Economic  Analysis,”  including  potential  policy 
recommendations  for  new  or  amended  formula  retail  zoning  controls.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  San  Francisco  Formula  Retail  Economic  Analysis  (DraftI;  Draft  Small  Business 
Commission  Response  to  Formula  Retail  Economic  Analysis 

8.  Director’s  Report:  Update  and  report  on  the  Office  of  Small  Business  and  the  Small  Business  Assistance 
Center,  update  on  department  programs,  recent  announcement  from  the  Mayor,  newly  introduced  policy  matters, 
update  on  legislative  matters,  and  announcements  regarding  small  business  activities.  (Discussion  Item) 

9.  President’s  Report:  Allows  the  President  to  report  on  recent  small  business  activities  and  make  announcements 
that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

10.  Vice  President’s  Report:  Allows  the  Vice  President  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

11.  Commissioner  Reports:  Allows  Commissioners  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

12.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

13.  New  Business:  Allows  Commissioners  to  introduce  new  agenda  items  for  future  consideration  by  the 
Commission.  (Discussion  Item) 

14.  Adjournment.  (Action  Item) 


Public  Comment  will  be  taken  before  or  during  the  Small  Business  Commission’s  consideration  of  each  agenda  item  . Speakers  are 
requested  but  not  required  to  complete  a speaker  card  and  state  their  names,  which  will  help  ensure  proper  spelling  of  speakers'  names 
in  the  written  record  of  the  meeting. 

Explanatory  Documents:  Copies  of  proposed  legislation  listed  in  this  agenda,  and  other  related  materials  received  by  the  SBC  after  the 
posting  of  the  agenda,  are  available  for  public  inspection  and/or  copying  at  City  Hall  Room  1 10.  Please  call  (415)  554-6134  to  make 
arrangements  for  pick  up  or  review. 


SMALL  BUSINESS  COMMISSION 
I Dr.  Carlton  B.  Goodlett  Place,  Room  1 10 
San  Francisco,  C A 94 1 02 
415.554.6134 


REGINA  DICK-ENDRIZZI,  EXECUTIVE  DIRECTOR 
CHRISTIAN  MURDOCK,  ACTING  COMMISSION  SECRETARY 


Know  Your  Rights  Under  the  Sunshine  Ordinance 

Government’s  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions,  boards,  councils  and 
other  agencies  of  the  City  exist  to  conduct  the  people’s  business.  This  ordinance  assures  that  deliberations  are  conducted  before 
the  people  and  that  city  operations  are  open  for  the  people’s  review.  For  more  information  on  your  rights  under  the  Sunshine 
Ordinance  (Chapter  67  of  the  San  Francisco  Administrative  Code)  or  to  report  a violation  of  the  ordinance,  contact  the  Sunshine 
Ordinance  Task  Force  at  (415)  554-6083.  To  obtain  a free  copy  of  the  Sunshine  Ordinance  contact: 

City  Hall,  Room  244 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4683 
Office:  (415)  554-7724 
Fax:  (415)554-5163 
E-Mail: 

sotffgisfgov.org 

Copies  of  the  Sunshine  Ordinance  can  be  obtained  from  the  Clerk  of  the  Sunshine  Task  Force,  the  San  Francisco  Public  Libraiy 
and  on  the  City’s  website  at  www.sfgov.org. 

Cell  Phone  and/or  Sound-Producing  Electronic  Device  Usage  at  Hearings 
Effective  January  21,  2001,  the  Board  of  Supervisors  amended  the  Sunshine  Ordinance  by  adding  the  following  provision:  The 
ringing  of  and  use  of  cell  phones,  pagers  and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any  person(s)  responsible  for  the  ringing  or  use  of  a cell 
phone,  pager,  or  other  similar  sound-producing  electronic  devices. 

Disability  Access  Policy 

Accessible  seating  for  persons  with  disabilities  (including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART 
Station  is  the  Civic  Center  station  located  at  the  intersection  of  Market,  Hyde  and  Grove  Streets.  Accessible  MUNI  lines  serving 
City  Hall  include  5 Fulton  and  49  Mission/Van  Ness,  and  all  Metro  lines  servicing  the  Metro  station  at  Van  Ness  and  Market.  For 
more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  Accessible  parking  in  the  vicinity  of  City  Hall  is 
available  adjacent  to  Davies  Hall  and  the  War  Memorial  Complex,  and  also  in  the  Civic  Center  Garage  (355  McAllister  Street) 
and  Performing  Arts  Garage  (360  Grove  Street).  American  Sign  Language  interpreters  andfor  a sound  enhancement  system  will 
be  available  upon  request  by  contacting  Milton  Edelin  at  (415)  558-6410  at  least  72  hours  prior  to  a hearing.  Individuals  with 
severe  allergies,  environmental  illness,  multiple  chemical  sensitivity  or  related  disabilities  should  call  the  accessibility  hotline  at 
(415)  554-8925  to  discuss  meeting  accessibility.  In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies, 
environmental  illnesses,  multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these  individuals. 

Translation  Services 

Interpreters  for  languages  other  than  English  are  available  on  request.  Sign  language  interpreters  are  also  available  on  request.  For 
other  accommodations,  please  caU  the  Department  of  Human  Services  staff  support  representative  at  (415)  557-5989  at  least  two 
business  days  before  a meeting. 

Lobbyist  Ordinance 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be  required  by  San 
Francisco  Lobbyist  Ordinance  [Article  n of  the  San  Francisco  Campaign  and  Governmental  Conduct  Code]  to  register  and  report 
lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance,  please  contact  the  Ethics  Commission  at  25  Van  Ness 
Ave.,  Suite  220,  SF  94102  (415)  252-3100,  FAX  (415)  252-3112  and  web  site  address  at  http://www.sfgov.org/ethics/. 

Chemical  Sensitivity 

In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness,  multiple  chemical 
sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other  attendees  may  be  sensitive  to  various 
chemical  base  products.  Please  help  the  City  accommodate  these  individuals. 
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LEGISLATIVE  DIGEST 


[Initiative  Ordinance  - Business  and  Tax  Regulations  Code  - Tax  on  Sugar-Sweetened 
Beverages  to  Fund  Food  and  Flealth  Programs] 

Motion  ordering  submitted  to  the  voters  at  an  election  to  be  held  on  November  4,  2014, 
an  Ordinance  amending  the  Business  and  Tax  Regulations  Code  by  adding  a new 
Article  8,  imposing  a tax  of  two  cents  per  ounce  on  the  distribution  of  sugar-sweetened 
beverages,  to  fund  City-operated  programs  and  City  grants  for  active  recreation  and 
improving  food  access,  health,  and  nutrition,  and  to  fund  San  Francisco  Unified  School 
District  physical  education,  after-school  physical  activity,  health,  or  nutrition  programs, 
and  school  lunch  and  other  school  nutrition  programs. 

Existing  Law 

The  City  currently  does  not  regulate  or  tax  the  distribution  of  nonalcoholic  sugar-sweetened 
beverages,  except  that  businesses  distributing  such  beverages  are  subject  to  the  City's 
general  business  registration  and  business  tax  laws. 

Amendments  to  Current  Law 


This  ordinance,  which  would  be  submitted  to  the  voters  for  approval  by  a two-thirds  majority, 
would  create  a new  “Sugar-Sweetened  Beverage  Tax,”  codified  in  new  Article  8,  Sections 
550-565,  of  the  Business  and  Tax  Regulations  Code.  The  tax  would  be  imposed  on  the  initial 
distribution  in  the  City  of  sugar-sweetened  beverages,  or  concentrate  (powder,  syrup)  that  can 
be  made  into  sugar-sweetened  beverages.  The  distributor  of  the  sugar-sweetened  beverage 
would  be  liable  for  the  tax.  This  would  be  a special  tax,  with  the  proceeds  of  the  tax  used  only 
to  fund  specified  recreation,  health,  and  nutrition  programs. 

Rate  of  Tax.  The  tax  would  be  at  a rate  of  two  cents  per  ounce  of  sugar-sweetened  beverage 
distributed.  The  tax  would  also  apply  to  sales  of  concentrate,  at  the  rate  of  two  cents  per 
ounce  of  sugar-sweetened  beverage  that  could  be  made  by  mixing  the  concentrate  with  liquid 
to  produce  a sugar-sweetened  beverage. 

What  is  Taxed.  A sugar-sweetened  beverage  is  any  nonalcoholic  beverage  sold  for  human 
consumption  that  has  added  caloric  sweeteners,  as  defined,  and  contains  more  than 
25  calories  per  12  ounces.  A caloric  sweetener  is  any  caloric  substance  suitable  for  human 
consumption  that  humans  perceive  as  sweet  and  includes,  but  is  not  limited  to,  sucrose, 
fructose,  including  high  fructose  corn  sweetener,  glucose,  and  other  sugars.  A caloric 
substance  is  a substance  that  adds  calories  to  the  diet  of  a person  who  consumes  that 
substance. 
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Sugar-sweetened  beverages  include,  but  are  not  limited  to,  the  following: 

• Sodas,  colas,  and  other  soft  drinks 

• Sports  drinks 

• Energy  drinks 

• Iced  tea 

• Juice  drinks  (unless  the  beverage  contains  1 00  percent  natural  fruit  and/or  vegetable 
juice) 

However,  a sugar-sweetened  beverage  does  not  include: 

• Liquids  sold  for  weight  reduction  or  infant  rehydration,  medical  foods,  or  infant  formula. 

• Milk  from  animal  or  plant  sources,  or  flavored  milk  containing  no  more  than  40  grams  of 
total  sugar  per  12  ounces  (naturally-occurring  and  from  added  caloric  sweetener). 

• Beverages  that  contain  only  100  percent  natural  fruit  juice,  vegetable  juice,  or 
combined  fruit  and  vegetable  juice. 

• Diet  sodas,  sports  drinks,  energy  drinks,  bottled  water,  flavored  water,  or  any  other 
drink  that  does  not  exceed  25  calories  per  12  ounces,  even  if  the  beverage  has  added 
caloric  sweeteners. 

Who  is  Liable  for  the  Tax.  A “retailer”  under  the  tax  is  a person  who  sells  a sugar-sweetened 
beverage  to  a “consumer,”  or  customer.  A “distributor”  is  a person  who  either: 

• Sells  a sugar-sweetened  beverage  or  concentrate;  or 

• Purchases  a sugar-sweetened  beverage  or  concentrate  for  resale  without  paying 
the  tax,  then  uses  or  consumes  it. 

All  retailers  and  distributors  would  be  required  to  register  with  the  Tax  Collector  and  prepare 
and  keep  appropriate  records.  The  person  who  makes  the  initial  sale  or  use  of  an  untaxed 
beverage  or  concentrate  in  the  City  would  be  liable  for  the  tax.  Failure  to  pay  the  tax  or 
comply  with  tax  administration  requirements  would  subject  the  person  to  the  penalties  and 
interest  provided  under  Article  6,  Common  Administrative  Provisions,  of  the  Business  and  Tax 
Regulations  Code. 

Funding  of  Access  to  Healthy  Food  and  Recreation  Programs.  The  proceeds  of  the  tax  would 
be  distributed  to  the  following  City  agencies  and  the  San  Francisco  Unified  School  District  as 
follows: 

• 40  percent  to  the  San  Francisco  Unified  School  District  for  nutrition  education,  healthy 
food  access,  and  expansion  and  improvement  of  physical  education. 


BOARD  OF  SUPERVISORS 


Page  2 
2/4/2014 


FILE  NO.  140098 


• 25  percent  to  the  Department  of  Public  Health  and  Public  Utilities  Commission  for 
healthy  food  access  initiatives,  drinking  fountains  and  water  bottle  filling  stations,  oral 
health  services,  chronic  disease  prevention,  and  public  education  campaigns. 

• 25  percent  to  the  Recreation  and  Park  Department  for  recreation  centers,  organized 
sports,  athletic  programming,  and  grants  to  community-based  organizations. 

• 10  percent  for  grants  to  community-based  organizations  that  support  physical  activity, 
food  access,  public  outreach,  and  health  programs. 

The  funds  could  only  be  used  for  new  or  expanded  programs,  and  could  not  be  used  to 
replace  funding  for  existing  programs.  The  ordinance  would  not  allow  the  Mayor  and  the 
Board  of  Supervisors  to  expend  monies  from  the  fund  unless  existing  programs  had  already 
been  funded  from  other  sources,  as  certified  by  the  Controller.  Monies  that  are  not  expended 
would  be  held  in  the  fund  until  the  funding  conditions  are  met. 

A thirteen-member  Healthy  Nutrition  and  Physical  Activity  Access  Fund  Committee  (“the 
Committee”)  would  advise  the  Mayor,  the  Board  of  Supervisors,  and  City  departments  in 
directing  the  use  of  funds.  Four  Committee  members  would  be  appointed  by  the  Board,  six 
would  be  appointed  by  specified  City  Departments  and  other  City  entities,  and  three  would  be 
appointed  by  the  School  District  and  the  San  Francisco  Unified  School  District  Parent 
Advisory  Council.  Members  would  serve  up  to  three  consecutive  two-year  terms.  The 
Committee  would  meet  at  least  six  times  per  year. 

The  membership  of  the  Committee  would  include  the  following: 

• Two  members  residing  in  neighborhoods  disproportionately  impacted  by  diseases 
related  to  the  consumption  of  Sugar-Sweetened  Beverages. 

• Two  representatives  of  local  medical  institutions  focused  on  chronic  diseases  linked  to 
the  consumption  of  Sugar-Sweetened  Beverages. 

• Employees  of  the  Department  of  Public  Health,  Recreation  and  Park  Department, 
Department  of  Children,  Youth,  and  Their  Families,  and  the  San  Francisco  Unified 
School  District. 

• Members  appointed  by  the  Food  Security  Task  Force,  San  Francisco  Youth 
Commission,  and  San  Francisco  Unified  School  District  Parent  Advisory  Council. 

Background  Information 

Human  consumption  of  Sugar-Sweetened  Beverages  (SSBs)  is  linked  to  a myriad  of  serious 
health  problems  including,  but  not  limited  to:  weight  gain,  obesity,  coronary  heart  disease, 
diabetes,  cavities,  tooth  decay,  and  other  health  problems.  Calorically  sweetened  soda,  and 
fruit  drinks  containing  less  than  1 00  percent  juice  by  volume,  are  major  sources  of  added 
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sugars  in  American  diets,  contributing  an  average  of  10.58  teaspoons  of  added  sugars  each 
day. 

Among  adults,  consumption  of  SSBs  is  associated  with  a risk  of  weight  gain  and  obesity, 
cardiovascular  risk,  a significantly  higher  risk  of  stroke,  high  blood  pressure,  type  2 diabetes, 
dental  erosion,  and  the  risk  of  pancreatic  cancer.  In  201 1 -2012,  41 .8  percent  of  adults  in 
San  Francisco  were  either  obese  or  overweight. 

Plain  water  and — unless  advised  otherwise  by  a pediatrician — low-fat  (1  percent)  or  nonfat 
milk  are  the  most  appropriate  beverages  for  healthy  children  older  than  the  age  of  two.  Yet, 

17.2  percent  of  San  Francisco  children  and  adolescents  consume  two  or  more  glasses  of 
soda  or  sugary  drink  per  day.  Within  this,  there  are  significant  variations  by  ethnicity,  with 

24.2  percent  of  Asian  and  33.9  percent  Latino,  and  only  4.4  percent  of  white  children, 
consuming  two  or  more  glasses  of  soda  or  sugary  drink  per  day.  Children  consumed  1 1 .96 
teaspoons  of  added  sugars  from  sodas  and  fruit  drinks  per  day  - 47  percent  of  their  total 
intake  of  added  sugars.  A single  12-ounce  can  of  soda  contains  eight  to  ten  teaspoons  of 
sugar,  and  typical  container  sizes  of  popular  sugary  drinks  marketed  to  children  far  exceed 
recommended  amounts. 

Low-income  families  are  more  likely  to  be  affected  by  obesity  and  diabetes.  For  example,  the 
Bayview-Hunters  Point  neighborhood  had  more  per  capita  emergency  room  visits  due  to 
diabetes  between  2009  and  2011  than  any  other  neighborhood  in  San  Francisco.  Eighteen 
percent  of  three-  to  four-year-olds  enrolled  in  San  Francisco  Head  Start  were  obese,  with  an 
additional  13  percent  being  overweight.  Head  Start  serves  children  of  low-income  families. 

The  purpose  of  taxing  SSBs  is  to  make  San  Francisco  healthier.  Research  shows  that 
lifestyle  interventions  are  more  cost-effective  than  medications  in  preventing  or  delaying  type 
2 diabetes.  Assessing  a tax  on  SSBs  is  intended  to  help  address  the  high  levels  of  obesity, 
type  2 diabetes,  and  other  diseases  by  reducing  consumption  and  providing  a revenue  stream 
for  City-directed  and  grant-funded  physical  activity  and  nutrition  programs  in  schools,  parks, 
community  centers,  and  through  community-based  organizations. 
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MOTION  NO. 


[Initiative  Ordinance  - Business  and  Tax  Regulations  Code  - Tax  on  Sugar-Sweetened 
Beverages  to  Fund  Food  and  Health  Programs] 

Motion  ordering  submitted  to  the  voters  at  an  election  to  be  held  on  November  4,  2014, 
an  Ordinance  amending  the  Business  and  Tax  Regulations  Code  by  adding  a new 
Article  8,  imposing  a tax  of  two  cents  per  ounce  on  the  distribution  of  sugar-sweetened 
beverages,  to  fund  City-operated  programs  and  City  grants  for  active  recreation  and 
improving  food  access,  health,  and  nutrition,  and  to  fund  San  Francisco  Unified  School 
District  physical  education,  after-school  physical  activity,  health,  or  nutrition  programs, 
and  school  lunch  and  other  school  nutrition  programs. 

MOVED,  That  the  Board  of  Supervisors  hereby  submits  the  following  ordinance  to  the 
voters  of  the  City  and  County  of  San  Francisco,  at  an  election  to  be  held  on  November  4, 
2014: 

Ordinance  amending  the  Business  and  Tax  Regulations  Code  by  adding  a new 
Article  8,  imposing  a tax  of  two  cents  per  ounce  on  the  distribution  of  sugar-sweetened 
beverages,  to  fund  City-operated  programs  and  City  grants  for  active  recreation  and 
improving  food  access,  health,  and  nutrition,  and  to  fund  San  Francisco  Unified  School 
District  physical  education,  after  school  physical  activity,  health,  or  nutrition  programs, 
and  school  lunch  and  other  school  nutrition  programs. 


NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  Sin2le-underline  italics  Times  Ne^v  Roman  font. 
Deletions  to  Codes  are  in  strikethrough  italics  Times  Ne-M-Remon  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Supervisors  Mar,  Wiener;  Avalos,  Campos,  Chiu,  Cohen 
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Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1 . Pursuant  to  Article  XIIIC  of  the  Constitution  of  the  State  of  California,  this 
ordinance  shall  be  submitted  to  the  qualified  electors  of  the  City  and  County  of  San  Francisco, 
at  the  November  4,  2014  consolidated  general  election. 

Section  2.  The  Business  and  Tax  Regulations  Code  is  hereby  amended  by  adding 
Article  8,  to  read  as  follows: 


ARTICLE  8: 

THE  SUGAR-SWEETENED  BEVERAGE  TAX  ORDINANCE 

SEC.  550.  SHORT  TITLE. 

This  Article  shall  be  known  as  the  “Sugar-Sweetened  Beverage  Tax  Ordinance.  ” 

SEC.  551.  EINDINGS  AND  PURPOSE. 

Human  consumption  of  Sugar-Sweetened  Beverages  (SSBs)  is  linked  to  a myriad  of  serious 

health  problems  including,  but  not  limited  to:  M>eight  gain,  obesitw  coronary  heart  disease,  diabetes. 

cavities,  tooth  decay,  and  other  health  problems. 

Caloricallv  .sweetened  .soda,  and  fmit  drinks  containing  less  than  100  percent  juice  by  volume. 

are  major  sources  of  added  su2ars  in  American  diets,  contributhu:  an  average  of  10.58  teaspoons  of 

added  sugars  each  day.  The  American  Heart  Associal ion  recommends  children  consume  no  more  than 

three  teaspoons  of  added  sugars  (not  including  naturally  occurring  sugars  in  v'hole  foods  such  as  fruit 

and  plain  Milk)  per  day,  which  is  about  50  calories.  However,  most  Americans  consume  more  than  22 

teaspoons  or  355  calories  of  su2ar  per  day. 


Supervisors  Mar,  Wiener;  Avalos,  Campos,  Chiu,  Cohen 

BOARD  OF  SUPERVISORS 


Page  2 
2/4/2014 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


Obese  children  suffer  more  often  from  sleep  apnea,  (isthma,  joint  proh [a }is^  Jai i\ ■_ 1 1 \:c' / • disc asc. 
gallstones,  and  acid  reflux  (heartburn).  Obese  children  ore  more  likely  to  become  obese  cidiills.  Iiirthc i ; 

increasing  their  risks  for  higher  rotes  of  type  2 diabetes,  heart  disease,  and  some  cancers  later  in  h/c. 

Profound  mental  health  and  quality  of  life  impacts  are  seen  in  children  with  severe  obesiiw  .Is  of  20  ID. 

nearly  one-third  (31. 7 percent)  of  children  and  adolescents  in  Son  Francisco  were  either  obese  or 

overwei2ht.  Among  adults,  consumption  of  SSBs  is  associated  with  a risk  of  weight  yain  and  obesiiw 

cardiovascular  risk,  a simificantlv  higher  risk  of  stroke,  lush  blood  pressure,  type  2 diabetes,  denial 

erosion,  and  the  risk  of pancreatic  cancer.  In  2011-2012.  41.8  percent  of  adults  in  San  Francisco  were 

either  obese  or  overweight. 

Low -income  families  are  more  likely  to  be  affected  by  obesity  and  diabetes.  For  e.xaniple.  the 

Bawiew-Hunters  Point  neighborhood  had  more  per  capita  emergency  room  visits  due  to  diabetes 

between  2009  and  2011  than  any  other  neighborhood  in  San  Francisco.  18  percent  of  three-  to  four- 

year-olds  enrolled  in  San  Francisco  Head  Start  were  obese,  with  an  additional  13  percent  being 

overweight.  Head  Start  serves  children  of  low-income  families. 

According  to  the  American  Dental  Association,  a steady  diet  of  sugary  foods  and  drinks. 

including  juice  and  sports  drinks,  can  damage  teeth.  Cavity-causing  bacteria  in  the  mouth  feed  on 

susar  and  produce  acids  that  attack  tooth  enamel  for  up  to  20  minutes  after  eating  or  drinking.  Sippiny 

sugary  beverages  or  eating  sugary  foods  all  day  results  in  repeated  acid  attacks  that  weaken  tooth 

enamel  and  lead  to  cavities.  In  extreme  cases,  softer  enamel  combined  with  improper  brushiny. 

grinding  of  the  teeth,  or  other  conditions  can  lead  to  tooth  loss. 

The  annual  cost  of  being  oyerwei2ht  and  obese  to  California  families,  employers,  the  health 

care  industry,  and  the  20vernment  is  estimated  to  be  $21  billion.  The  total  national  cost  of  diabetes  in 

2007  was  $174  billion.  Research  shows  that  lifestyle  interventions  are  more  cost-effective  than 

medications  in  preventing  or  delayin2  type  2 diabetes.  Caloricallv  sweetened  beyera2es  have  been 

tar2eted  as  part  of  a tax  policy  to  reduce  caloric  intake,  improve  diet  and  health,  and  venerate  revenue 
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that  governments  can  use  to  address  obesity-related  health  and  economic  burdens.  The  San  Francisco 

Budset  and  Legislative  Analyst  estimates  costs  up  to  $61.8  million  incurred  by  San  Franciscans  with 

obesity  and  diabetes  that  are  attributable  to  sugary  beverage  consumption. 

The  Institute  of  Medicine  and  other  beverage  tax  advocates  suggest  that  the  generated  tax 

revenues  could  be  used  to  promote  healthier  eating  and  reduce  or  prevent  obesity,  and  in  2009,  the 

Institute  of  Medicine  recommended  that  local  20vernments  implement  a tax  strategy  for  calorie-dense. 

nutrient-poor  food,  and  bevera2es  to  discoura2e  consumption.  Likewise,  in  2010,  the  White  House 

Task  Force  on  Childhood  Obesity  recommended  that  Federal,  state,  and  local  20vernments  analyze  the 

effects  of  taxes  on  less  healthy,  enersv-dense  foods,  such  as  calorically  sweetened  beverages. 

The  purpose  of  taxin2  SSBs  is  to  make  San  Francisco  healthier.  Plain  ^yater  and— unless 

advised  otherwise  by  a pediatrician — low-fat  (1  percent)  or  nonfat  Milk  are  the  most  appropriate 

beverages  for  healthy  children  older  than  the  ase  of  two.  Yet,  17,2  percent  of  San  Francisco  children 

and  adolescents  consume  two  or  more  glasses  of  soda  or  sugary  drink  per  day.  Within  this,  there  are 

significant  variations  by  ethnicity,  with  24.2  percent  of  Asian  and  33,9  percent  Latino,  and  only  4.4 

percent  of  white  children,  consuming  two  or  more  glasses  of  soda  or  susaiy  drink  per  day.  Children 

consumed  11.96  teaspoons  of  added  su2ars  fi'om  sodas  and  fruit  drinks  per  day  - 47  percent  of  their 

total  intake  of  added  sugars.  A single  12-ounce  can  of  soda  contains  eight  to  ten  teaspoons  of  susar, 

and  typical  container  sizes  o f popular  sugary  drinks  marketed  to  children  far  exceed  recommended 

amounts. 

Assessing  a tax  on  SSBs  is  intended  to  help  address  the  hi^h  levels  ofobesip',  type  2 diabetes, 

and  other  diseases  by  reducin2  consumption  and  providing  a revenue  stream  for  Cin -directed  and 

grant-funded  physical  activity  and  nutrition  progi'ams  in  schools,  parks,  community  centers,  and 

through  community-based  organizations. 
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SEC.  552.  DEFINITIONS. 


Unless  otherwise  defined  in  this  Article  8,  terms  that  arc  defined  in  Article  6 of  the  Business  and 

Tax  Regulations  Code  shall  have  the  meaninss  provided  therein. 

“Active  Recreation  Prosrams”  are  prosrams  where  particinanis  are  able  lo  in  exercise 

or  physical  activity. 

“Base  Product”  means  the  same  as  Powder. 

“Baseline”  means  the  Controller’s  calculation  of  the  appropriated  aniouni  of  the  ( nv 
expenditures  for  Elmble  Programs  for  the  fiscal  year  July  1,  2014  throiish  June  30.  21) lx  described  in 

Section  560 . 

“Beverage  Container”  means  a closed  or  sealed  container  resardless  of  size  or  shape, 
including,  without  limitation,  containers  made  of  glass,  metal,  paper,  plastic,  or  any  other  material  or 

combination  of  materials. 

“Beyera2e  Dispensing  Machine”  means  a device  that  mixes  Concentrate  with  one  or  more 

other  ingredients  and  dispenses  the  resultin2  mixture  into  an  open  container  as  a readv-to-drink 

beyera2e. 

“Bottled  Su2ar-Sweetened  Bevera2e  ” means  a Sugar-Sweetened  Bevera2e  contained  in  a 

Beverage  Container. 

“Caloric  Substance  ” means  a substance  that  adds  calories  to  the  diet  of  a person  who 

consumes  that  substance. 

“Caloric  Sweetener”  means  any  Caloric  Substance  suitable  for  human  consumpiion  that 
humans  perceive  as  sweet  and  includes,  but  is  not  limited  to.  sucrose,  fructose,  including  high  fructose 

corn  sweetener,  glucose,  and  other  sugars. 

“City”  means  the  City  and  County  of  San  Francisco. 

“Committee  ” means  the  Healthy  Nutrition  and  Physical  ActiviU  Access  Fund  Committee 

described  in  Section  561. 
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“Concentrate  ” means  a Syrup,  Powder,  or  Base  Product  that  is  used  for  mixing,  compounding. 

or  making  Sugar-Sweetened  Beverages  in  a Beverage  Dispensing  Machine.  Notwithstanding  the 

foregoing  sentence,  “Concentrate  ” does  not  include  the  following: 

(a)  Any  product  that  is  designed  to  be  used  primarily  to  prepare  coffee  or  tea. 

(b)  Any  product  that  is  sold  and  is  intended  to  be  used  for  the  purpose  of  an  individual 

consumer  mixing  a Sugar-Sweetened  Beverage. 

fc)  Medical  Food. 

“Consumer”  means  a person  who  purchases  a Bottled  Sugar-Sweetened  Beverage.  Sugar- 
Sweetened  Beverage,  or  Concentrate  for  a purpose  other  than  resale  in  the  ordinaiy  course  of  business. 

“Distribution  ” includes: 

fa)  The  Sale  of  untaxed  Bottled  Sugar-Sweetened  Beverages,  Sugar-Sweetened  Bevera2es. 

or  Concentrate. 

fb)  The  receipt  of  untaxed  Bottled  Sugar-Sweetened  Beverages.  Sugar-Sweetened 

Bevera2es,  or  Concentrate  by  any  person  other  than  a Consumer. 

(c)  The  use  or  consumption  of  untaxed  Bottled  Sugar-Sweetened  Beverages,  Sugar- 
Sweetened  Beverages,  or  Concentrate  by  any  person  other  than  a Consumer.  For  purposes  of  this 

paragraph  fc),  “use  or  consumption  ” includes  the  exercise  of  any  right  or  power  over  Bottled  Susar- 

Sweetened  Beverages,  Sugar-Sweetened  Beverages,  or  Concentrate  incident  to  the  OMiiership  thereof 

except  that  it  does  not  include  the  Sale  of  such  beverages  or  Concentrate,  or  the  keeping  or  retention 

thereof  for  the  purpose  of  Sale. 

fd)  “Distribution  ” shall  not  include  the  return  of  any  Bottled  Su2ar-SM'eelened  Beverages, 

Sugar-Sweetened  Beverages,  or  Concenti'ate  to  the  person  who  sold  the  Bottled  Swear-SM'ectened 

Beverages,  Sugar-Sweetened  Beverages,  or  Concentrate,  if  that  person  refunds  the  entire  amount  paid 

in  cash  or  credit. 
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“Distributor"  means  any  verson  who  makes  a Distribution  of  Bottled  Sii<j:ar-S\\  ccicncd 
Beverages.  Su2ar-Sweetened  Beverages,  or  Couceuti-ate,  whether  or  not  that  person  is  also  a Rciailcr 

“Elieible  Prosranis’’  means  City-operated  vrosj-ams  and  City  grants  for  aclive  rccrcaHon 

and/or  improvin2  food  access,  health,  and  nutrition,  and  San  Francisco  Unified  School  District 

physical  education,  a fter  school  physical  activity,  health,  or  nutrition  programs,  school  lunch,  and 

other  school  nutrition  programs.  Eligible  Programs  shall  include  only: 

(a)  Active  Recreation  Programs  and  programs  that  support  active  recreation.  Including. 

without  limitation,  in-school  and  after-school  programs: 

(b)  School  lunches  and  other  school  nutrition  progi'ams:  and 

(c)  Programs  that  improve  food  and  nutrition  access  and  health,  and  support  food  nutrition. 

“Fund”  is  the  Active  Recreation.  Nutrition,  and  Public  Health  Fund  described  in  Section  555. 

“Medical  Food”  means  medical  food  as  defined  in  Section  109971  of  the  California  Health  and 

Safety  Code,  including  amendments  to  that  Section. 

“Milk”  means  natural  liquid  milk,  resardless  of  animal  source  or  butterfat  content,  natural  milk 

concentrate,  whether  or  not  reconstituted,  re£ardless  of  animal  source,  plant  source,  or  butterfat 

content,  or  dehydrated  natural  milk,  whether  or  not  reconstituted  and  re2ordless  of  animal  source. 

plant  source,  or  butterfat  content.  For  purposes  of  this  definition.  ‘"Milk  ’’  includes  flavored  milk 

containing  no  more  than  40  grams  of  total  sugar  (naturally-occurring  and  fi-om  added  Caloric 

Sweetener)  per  12  ounces. 

“Natural  Fruit  Juice”  means  the  original  liquid  resultim  from  the  pressins  of  fruit,  the  liquid 

resulting  from  the  complete  reconstitution  of  natural  fruit  juice  concentrate,  or  the  liquid  resulting  froui 

the  complete  restoration  of  water  to  dehydrated  natural  fruit  juice. 

“Natural  Vegetable  Juice”  means  the  original  liquid  resultin2  from  the  pressing  of  vegetables. 

the  liquid  resultin2  from  the  complete  reconstitution  of  natural  ye2etable  mice  concentrate,  or  the 

liquid  resulting  from  the  complete  restoration  of  water  to  dehydrated  natural  vegetable  juice. 
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“Nonalcoholic  Beverage  " means  any  beverage  that  is  not  subject  to  tax  under  Part  14 

(commencing  with  Section  32001)  of  the  California  Revenue  and  Taxation  Code. 

“Powder”  means  a solid  or  liquid  mixture  of  ingredients  with  added  Caloric  Sweetener  used  in 

making,  mixing,  or  compoundin2  Susar-Sweetened  Bevera2es  by  mixing  the  Powder  with  any  one  or 

more  other  ingredients,  includim,  without  limitation,  water,  ice.  Syrup.  Simple  Syrup,  fruits. 

vegetables,  fruit  juice,  vegetable  juice,  or  carbonation  or  other  2as. 

“Retail  Sale  ” means  the  sale  of  Susar-Sweetened  Beverages  to  a Consumer. 

“Retailer  ” means  any  person  who  sells  Su2ar-Sweetened  Beverages  to  a.  Consumer,  whether  or 

not  that  person  is  also  a Distributor. 

“Sale  ” means  the  transfer  of  title  or  possession  for  consideration  in  any  manner  or  bv  any 

means. 

“Simple  Syrup  ” means  a mixture  of  smar  and  water. 

‘ ‘Sugar-Sweetened  Beverage  ” means  any  Nonalcoholic  Beverage  sold  for  human  consumption 

that  has  one  or  more  added  Caloric  Sweeteners  and  contains  more  than  25  calories  per  12  ounces  of 

beverage.  Notwithstandins  the  foregoing  sentence,  “Sugar-Sweetened  Beverage  ” does  not  include  any 

of  the  following: 

(a)  Any  product  sold  in  liquid  form  for  consumption  bv  infants,  which  is  commonly  referred 

to  as  “infant  formula,  ” or  any  product  whose  purpose  is  infant  rehvdration. 

(b)  Any  product  sold  in  liquid  form  desi2ned  for  me  for  wei2ht  reduction. 

(c)  Milk. 

(d)  Medical  Food. 

(e)  Any  beverage  comprised  solely  of  100  percent  Natural  Fruit  Juice,  Natural  Vegetable 

Juice,  or  combined  Natural  Fruit  Juice  and  Natural  Vegetable  Juice. 

“Sugar-Sweetened  Beverage  Tax  ” is  the  Tax  imposed  under  Section  553. 
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“Syrup”  means  the  liaiiid  mixture  of  insrediciits  used  in  making,  niixini:.  or  conii^oiindm',: 
Sugar-Sweetened  Bevera2es  usin2  one  or  more  iuyn'edients.  incliulin'^.  wUhout  liniliciiion.  \i  afer,  icc  a 

Base  Product.  Powder,  Simple  Syrup,  fruits,  vegetables,  f'liit  juice,  vesctahle  juice,  or  carhonution  or 

other  2as. 

“Tax”  is  the  Sugar-Sweetened Bevera2e  Tax. 

SEC.  553.  IMPOSITION  OF  TAX:  DEPOSIT  OF  PROCEEDS. 

(a)  For  the  privile2e  of  makin2  the  initial  Distribution  in  the  City  of  Bottled  Siiintr- 

Sweetened  Beverases,  Su2ar-Sweetened  Beverages,  or  Concentrate,  the  City  imposes  on  every 

Distributor  an  annual  Su2ar-Sweetened  Beverage  Tax.  The  City  intends  to  lew  the  Tax  on  the  iiiiilal 

Distribution  in  the  City,  and  in  cases  where  the  initial  Distribution  in  the  City  is  not  subject  to  the  Tax 

or  the  Tax  is  not  paid,  the  next  Distribution  in  the  City  shall  be  treated  as  the  initial  Distribution  in  the 

City,  until  the  Tax  has  been  paid.  The  Tax  Collector  is  authorized  to  adopt  such  rules.  regulatio)is  and 

interpretations  to  ensure  that  the  City’s  collection  of  the  Tax  is  consistent  with  this  policy.  However,  the 

absence  of  a rule,  resulation.  or  interpretation  by  the  Tax  Collector  is  not  a ground  for  nonpa\>meni  of 

the  Tax. 

(b)  The  Tax  shall  be  calculated  as  follows: 

(1 ) Two  cents  ($0. 02)  per  fluid  ounce  of  Bottled  Sugar-Sweetened  Beverage  or 
Su2ar-Sweetened  Beyera2e  distributed  in  the  City;  or 

(2)  Two  cents  ($0. 02)  per  fluid  ounce  of  Sugar-Sweetened  Bevera2es  that  could  be 
produced  from  Concentrate  distributed  in  the  City.  For  purposes  of  calculatin2  the  Tax  for 

Concentrate,  the  Tax  shall  be  calculated  usin2  the  lar2est  volume  of  Su2ar-Sweetened  Beverage  that 

could  result  from  the  use  of  the  Concentrate  according  to  any  manufacturer ’s  instructions. 


Supervisors  Mar,  Wiener;  Avalos,  Campos,  Chiu,  Cohen 

BOARD  OF  SUPERVISORS 


Page  9 
2/4/2014 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


fc)  Ail  monies  collected  pursuant  to  the  Tax  shall  be  deposited  to  the  credit  of  the  Active 
Recreation,  Nutrition,  and  Public  Health  Fund.  The  Fund  shall  be  maintained  separate  and  apart  from 

all  other  City  funds  and  shall  be  appropriated  by  annual  or  supplemental  appropriation. 

SEC.  554.  REGISTRA  TION  OF  DISTRIB UTORS  AND  RETAILERS:  DOCUMENTA  TION. 

(a)  Each  Distributor  and  Retailer  shall  register  with  the  Tax  Collector. 

(b)  Each  Distributor  and  Retailer  shall  keep  and  preserve  all  such  records  as  the  Tax 
Collector  may  require  for  the  purpose  of  ascertaining  and  determining  compliance  under  this  Article  8. 

SEC.  555.  CREDITS  AND  REFUNDS. 

(a)  The  Tax  Collector  shall  refund  or  credit  to  a Distributor  the  Tax  that  is  paid  on  the 
Distribution  of  a Bottled  Sugar-Sweetened  Bevera2e,  Sugar-Sweetened  Beverage,  or  Concenti’ate  that 

is  shipped  to  a point  outside  the  City  for  Distribution  outside  the  City,  or  on  which  the  Tax  has  already 

been  paid  by  another  person,  or  which  has  been  returned  to  the  person  who  sold  it  and  the  entire 

purchase  price  has  been  refunded  in  cash  or  credit. 

(b)  To  the  extent  that  any  taxpayer  has  paid  a substantially  similar  tax  on  the  Distribution  in 

the  City  of  a Bottled  Sugar-Sweetened  Beverage.  Sugar-Sweetened  Beverage,  or  Concentrate  to  any 

other  taxing  jurisdiction,  the  tax  paid  to  such  taxing  Jurisdiction  shall  be  credited  against  the  tax  due 

under  this  Article,  but  in  no  event  shall  such  credit  reduce  the  taxpayer ’s  liability  to  less  than  zero. 

SEC.  556.  TECHNICAL  ASSISTANCE  TO  THE  TAX  COLLECTOR. 

(a)  The  Department  of  Public  Health  shall  provide  to  the  Tax  Collector  technical  assistance 

to  identify  Bottled  Sugar-Sweetened  Beverases,  Sugar-Sweetened  Beverages,  or  Concenti'ate  subject  to 

the  Tax. 
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(b)  All  City  Departments  shall  provide  to  the  Tax  Collector  technical  (i.ssiMancc  to  idcniih 

Distributors  and  Retailers  of  Bottled  Su2ar-Sweetened  Beverages.  Simir-Sweetcncd  Bc\cra;^cs,  or 

Concentrate. 


SECTIONS  557-559. 

[Reserved] 

SEC.  560.  EXPENDITURE  OF  PROCEEDS. 

(a)  Monies  in  the  Fund  shall  be  used  exclusively  for  the  purposes  specified  in  this  Article  8. 

No  monies  from  the  Fund  shall  be  appropriated  or  expended  for  any  funding  requirement  imposed  by 

The  Arts.  Music.  Sports,  and  Pre-School  for  Every  Child  Amendment  of 2003  (Charter  Sec.  16.123-1 

et  seq.).  Subject  to  the  bud2etarv  and  fiscal  provisions  of  the  CiN  Charter,  monies  in  the  Fund  shall  be 

appropriated  on  an  annual  basis  to  the  following  departments  and  used  solely  for  the  following 

purposes: 

(1)  Administrative  Costs.  Up  to  two  percent  of  the  proceeds  of  the  Tax,  in  cviy 
proportion,  to  the  Tax  Collector  and  other  City  DeparPnents  for  administration  of  the  Tax.  a)id  to  the 

City  AdminisP'ator  for  administration  of  the  0versi2ht  Committee  established  pursuant  to  Secii(ni  561. 

and  for  the  Committee ’s  evaluation  of  programs  funded  by  the  Tax,  and  development  ofstraiedc  and 

expenditure  plans. 

(2)  Refunds  of  any  overpayments  of  the  Tax  imposed  under  this  Article  S. 

(2)  Funding  of  Eligible  Programs  that  are  “New  Programs.  " as  defined  in  this 

Section  560.  that  are  consistent  with  the  findinss.  purpose,  and  2oals  stated  in  this  Article  8.  in  the 

following  proportions: 

(A)  40  percent  to  the  San  Francisco  Unified  School  District  for  fi)  student 

nutrition  services:  school-based  2ardens.  nutrition  classes,  and  cooking  classes  for  students  and 
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parents;  teacher  trainin2  and  curricular  support  in  nutrition  education:  and  after-school  programs. 

including  but  not  limited  to  nutrition  education,  healthy  snacks,  school-based  gardenin2,  and  cooking 

classes:  and  (ii)  expansion  and  improvement  of physical  education,  which  may  include  teachers. 

education  specialists,  athletic  equipment,  training,  and  programming,  provided  that  programs  under 

both  subsections  (i)  and  (ii)  are  each  appropriated  no  less  than  one-quarter  of  this  40  percent:  and 

(B)  25  percent,  in  any  proportion,  to  the  Department  of  Public  Health  and 
the  Public  Utilities  Commission  for  healthy  food  access  initiatives,  drinkim  fountains  and  water  bottle 

fdling  stations,  oral  health  services,  chronic  disease  prevention,  and  public  education  campaisns:  and 

(C)  25  percent  to  the  Recreation  and  Park  Department  for  recreation  centers. 
or2anized  sports,  and  athletic  programming,  provided  that  up  to  two-fifths  of  this  25  percent  may  be 

allocated  by  the  Recreation  and  Park  Department  to  community-based  organizations  for  Active 

Recreation  Programs,  with  apriority  on  programs  servin2  low-income  and  under  served  cojnnmnities: 

and 

(D)  10  percent  to  be  allocated  through  the  Department  of  Public  Health  to 
fund  grants  for  community-based  organizations  that  support  physical  activity  food  access,  public 

outreach,  and  health  programs. 

Should  any  of  the  above  governmental  entities  cease  to  exist,  or  if  Eligible  Programs  are 
transferred  from  any  of  these  entities  to  another  department  or  agency,  then  the  Mayor  and  the  Board 

of  Supervisors  are  authorized  to  expend  the  proceeds  of  this  Tax  to  any  department  or  agency  that  is  a 

successor  to  that  entity  and  that  operates  Eligible  Prograjus,  or  to  a department  or  agency  to  which 

those  Eligible  Programs  are  transferred,  for  expenditures  that  M ould  other'w'ise  be  aulhorized  under 

this  Article  8. 

(b)  Any  balance  remaining  in  the  Fund  at  (he  close  of  any  fiscal  year  shall  be  deemed  to 

have  been  provided  for  a specified  purpose  within  the  meaning  of  Section  9. 1 13(a)  of  die  ( 'barter  and 
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shall  be  carried  forward  and  accumulated  in  the  Fund  for  the  purposes  and  ^oals  recited  in  this 


Article  8. 

(c)  Goals.  The  2oals  of  expenditures  from  the  Fund  shall  be  to: 

(1)  Promote  active  recreation,  health,  nutrition,  and  food  access  prosiranis  aiuon'^' 
all  San  Francisco  residents: 

(2)  Improve  physical  activity,  health,  and  nutrition  prog}-ams  in  the  San  Francisco 
Unified  School  District:  and 

(5)  Give  special  consideration  for  expenditures  from  the  Fund  to  communities  that 
are  disproportionately  affected  hv  diseases  related  to  Su2ar-Sweetened  Beverage  consumption. 

includin2  obesity,  diabetes,  and  coronary  disease,  as  measured  by  the  most  recent  data  available  to  the 

Department  of  Public  Health. 

(d)  New  Programs.  The  intent  of  this  Section  560  is  to  provide  dedicated  revenues  to 
increase  Eligible  Programs.  Therefore,  except  as  otherwise  specified  in  this  Article  8.  revenues  in  the 

Fund  may  only  he  appropriated  to  the  extent  that  the  Controller  certifies  that  appropriations  contained 

in  the  adopted  budset  from  other  funding  sources  exceed  those  in  a given  year,  as  measured  and 

adjusted  by  the  Controller  pursuant  to  Section  560,  subsection  (e). 

Notwithstandins  the  precedim paragraph.  Eligible  Programs  shall  not  include: 

(1 ) Any  program  for  which  a fixed  or  minimum  level  of  expenditure  is  mandated  by 
state  or  federal  law,  to  the  extent  of  the  fixed  or  minimum  level  of  expenditure: 

(2)  Acquisition  of  any  capital  item  not  for  primary  and  direct  use  of participants  in 
an  Eligible  Proeram: 

(3)  Acquisition  (other  than  by  lease  for  a term  of  ten  years  or  less)  of  any  real 

property:  or 


Supervisors  Mar,  Wiener;  Avalos,  Campos,  Chiu,  Cohen 

BOARD  OF  SUPERVISORS  Page  1 3 

2/4/2014 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


(4)  Maintenance,  utilities,  or  any  similar  operatin2  costs  of  any  facility!  not  used 
primarily  and  directly  by  participants  in  Eligible  ProsTams,  or  a library,  hospital  or  any  recreation  or 

park  facility  that  is  a zoo. 

(e)  Baseline.  No  Funds  shall  be  expended  in  any  fiscal  year  following  a fiscal  year  in  which 

the  amounts  appropriated  for  Elisible  Prosrams  {not  mcludin2  appropriations  from  the  Fund  and 

exclusiye  of  expenditures  mandated  by  state  or  federal  law)  is  below  the  amount  appropriated  in  the 

Baseline,  as  adjusted  in  the  manner proyided  in  the  followin2  sentences  (the  “Base  Amount”).  All 

funds  unexpended  in  accordance  with  the  precedin2  sentence  shall  be  held  in  the  Fund  and  may  be 

expended  in  any  future  fiscal  year  in  which  other  expenditures  from  the  Fund  may  be  made.  The  Base 

Amount  shall  be  adjusted  for  each  fiscal  year  after  the  base  year  by  the  Controller  based  on 

calculations  consistent  from  fiscal  year  to  fiscal  year  by  the  percentage  increase  or  decrease  in 

a28re2ate  City  discretionary  reyenues.  In  determining  aggregate  City  discretionary  revenues,  the 

Controller  shall  only  include  reyenues  received  by  the  City  that  are  unrestidcted  and  may  be  used  at  the 

option  of  the  Mayor  and  the  Board  of  Supervisors  for  any  lawful  City  purpose.  The  method  used  by  the 

Controller  to  determine  discretionary  revenues  shall  be  consistent  with  the  method  used  by  the 

Controller  to  determine  the  Library  and  Children ’s  Fund  Baseline  calculations,  as  provided  in 

Charter  Section  16.108(g).  The  change  in  a22re2ate  discretionary  revenues  will  be  adjusted  at  year 

end  when  final  revenues  are  known.  Within  90  days  following  the  end  of  each  fiscal  year,  the 

Controller  shall  calculate  and  publish  the  actual  amount  of  City  expenditures  for  progi-ams  that  would 

have  been  eligible  to  be  paid  from  the  Fund  but  are  paid  from  other  sources,  separately  identif\>in2 

expenditures  mandated  by  state  or  federal  law. 

SEC.  561.  OVERSIGHT  COMMITTEE. 

(a)  There  is  hereby  established  a Healthy  Nutrition  and  Physical  Activity  Access  Fund 
Committee  that  shall  consist  of  thirteen  members.  Members  shall  have  hvo-ycar  terms  hut  shall  serve 
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at  the  pleasure  of  their  respective  appointing  authorities.  No  member  shall  serve  more  than  three 

consecutive  two-year  terms.  The  initial  hvo-vear  term  for  each  of  the  initial  members  shall  commence 

as  of  the  date  that  nine  members  have  been  appointed,  which  is  when  the  Committee  may  be2in  its 

work.  Notwithstandins  the  previous  sentence,  a quorum  of  the  Committee  shall  be  ei2ht  members. 

Absence  from  three  consecutive  regular  meetims,  or  four  resular  meetings  durin2  a fiscal  year, 

constitutes  resignation  fi-om  the  Committee. 

fb)  Members  of  the  Committee  shall  be  appointed  as  follows: 

(1 ) Seats  One  through  Four  by  the  Board  of  Supervisors.  Seats  One  and  Two  shall 
be  residents  of  neishborhoods  disproportionately  impacted  by  diseases  related  to  the  consumption  of 

Su2ar-Sweetened  Beverages,  as  measured  by  the  most  recent  data  available  to  the  Department  of 

Public  Health.  Seats  Three  and  Four  shall  be  representatives  of  different  local  medical  institutions  that 

en2a2e  in  whole  or  in  part  in  the  diagnosis,  treatment,  or  research  of  or  education  about,  chronic 

diseases  linked  to  the  consumption  of  Sugar-Sweetened  Beverages. 

(2)  Seat  Five  by  the  Food  Security  Task  Force,  who  may  be  a member  of  the  Food 
Security  Task  Force. 

(3)  Seats  Six  and  Seven  bv  the  San  Francisco  Youth  Commission,  who  may  be 
members  of  the  Youth  Commission.  Appointees  to  Seats  Six  and  Seven  must  be  18  years  of  age  or 

younger  at  the  commencement  of  the  initial  term,  and  at  the  commencement  of  any  succeeding  term. 

(4)  Seats  Eight  and  Nine  by  the  San  Francisco  Unified  School  District.  Seat  Eight 
shall  be  a School  District  employee  working  in  the  area  of  Nutrition  Services:  Seat  Nine  shall  be  a 

School  District  employee  workin2  in  the  area  of physical  education. 

(5)  Seat  Ten  by  the  Department  of  Public  Health  who  shall  be  a professional 
employee  in  that  Department. 

(6)  Seat  Eleven  by  the  Department  of  Children.  Youth,  and  their  Families,  who  shall 
be  a professional  employee  in  that  Department. 
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(7)  Seat  Twelve  by  the  Recreation  and  Park  Department,  who  shall  be  a professional 
employee  in  that  Department. 

(8)  Seat  Thirteen  by  the  San  Francisco  Unified  School  District’s  Parent  Advisory 

Council. 

(c)  Members  of  the  Committee  shall  serve  without  pay,  hut  may  be  reimbursed  for  expenses 

actually  incurred.  The  City  Administrator  shall  provide  clerical  assistance  and  administrative  support 

to  the  Committee,  and  the  Controller  shall  provide  it  with  technical  assistance.  All  City  departments. 

boards,  and  commissions  shall  reasonably  assist  and  cooperate  with  the  Committee. 

(d)  The  Committee  shall  meet  at  least  six  times  per  fiscal  year,  except  that  during  the  fiscal 

year  ending  June  30.  2015,  it  shall  meet  at  least  three  times. 

(e)  The  committee  shall  evaluate  the  impact  of  the  Tax  on  beverage  prices,  consumer 
purchasing  behavior,  and  health  outcomes.  The  Committee  shall  advise  and  make  recommendations  to 

the  Mayor.  Board  of  Supervisors,  and  City  departments  receiving  monies  from  the  Fund,  on  the  use  and 

expenditure  of  monies  from  the  Fund  consistent  with  the  findings,  purpose,  and  goals  stated  in  this 

Article  8. 

(f)  The  Committee  shall  evaluate  existing  and  past  pro  g)^am?nin2  to  identify  existing  and 

emerging  needs  and  shall  adopt  a strategic  plan  by  December  1 of  each  fifth  year  to  inform  the  use  of 

the  Fund.  The  initial  strategic  plan  shall  be  adopted  by  December  1.  2016. 

(2)  The  Committee  shall  submit  to  the  Board  of  Supervisors,  no  later  than  March  1 of  each 

fiscal  year,  an  annual  expenditure  plan  for  the  Fund  based  on  the  strateyic  plan  adopted  pursuant  to 

this  Section.  The  initial  annual  expenditure  plan  shall  be  submitted  no  later  than  March  1.  2017. 

SEC.  562.  ADMINISTRATION  OF  THE  TAX:  CONTROLLER'S  REPORT. 

(a)  Except  as  otherwise  provided  under  this  Article  8.  the  Susar-Sweetened  Beverage  Tax 

shall  be  administered  pursuant  to  Article  6 of  the  Business  and  Tax  Re2ulations  Code. 
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fb)  The  Conti-oller  shall  file  annually  with  the  Board  of  Supervisors,  within  90  duvs 
followim  the  end  of  each  fiscal  year,  a report  containing  the  follow  in2: 

(1)  The  amount  of  funds  collected  and  expended,  and  the  allocalion  of  cxpciic/imrcs 
from  the  Fund,  during  the  prior  fiscal  year. 

(2)  The  status  of  any  Eli2ible  Program  required  or  authorized  to  be  funded  under 

this  Article  8. 

(3)  Such  other  information  as  the  Controller,  in  the  Controller’s  sole  discretion. 
shall  deem  relevant  to  the  operation  of  this  Article  8. 

SEC.  563.  AMENDMENT  OF  ARTICLE. 

The  Board  of  Supei^visors  may  amend  or  repeal  this  Article  8 without  a vote  of  the  people  except 

as  limited  by  Article  XIIIC  of  the  California  Constitution. 


SEC.  564.  SEVERABILITY. 

If  any  section,  subsection,  sentence,  clause,  phrase,  or  word  of  this  Article  8 is  for  any  reason 

held  to  be  invalid  or  unconstitutional  by  any  court  of  competent  jurisdiction,  such  decision  shall  not 

affect  the  validity  of  the  remaining  portions  of  the  Article.  If  imposition  of  the  Tax  on  any  person  or 

activities  is  held  to  be  invalid  or  unconstitutional  by  any  court  of  competent  jurisdiction,  the  Tax  shall 

continue  to  be  imposed  in  all  other  respects.  The  people  of  the  City  and  County  of  San  Francisco 

hereby  declare  that  they  would  have  enacted  this  Article  and  each  and  every  section,  subsection. 

sentence,  clause,  phrase,  and  word  not  declared  invalid  or  unconstitutional  w ithout  regard  to  \\  hether 

any  other  portion  of  this  Article  would  be  subsequently  declared  invalid  or  unconstitutional  and  vould 

have  imposed  this  Tax  in  all  other  respects. 
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SEC.  565.  OPERATIVE  DATE. 


This  Article  8 shall  become  operative  on  January  1,  2016,  except  that  Sections  556  and  561  of 

this  Article  8 shall  become  operative  on  January  1,  2015. 

Section  3.  Effective  Date  and  Operative  Date.  The  effective  date  of  this  ordinance 
shall  be  ten  days  after  the  date  the  official  vote  count  is  declared  by  the  Board  of  Supervisors. 
As  stated  in  Section  565  of  the  Business  and  Tax  Regulations  Code,  this  Article  8 shall 
become  operative  on  January  1 , 201 6,  except  that  Sections  556  and  561  of  this  Article  8 shall 
become  operative  on  January  1, 2015. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

Carole  F.  Ruwart 
Deputy  City  Attorney 
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LEGISLATIVE  DIGEST 


[Building  Code  - Vacant  or  Abandoned  Comnnercial  Storefronts  and  Registration  Fee] 

Ordinance  amending  the  Building  Code  to  establish  a procedure  for  maintaining  and 
registering  vacant  or  abandoned  commercial  storefronts,  including  imposition  of  a 
registration  fee. 


Existing  Law 

Building  Code  Section  103A.4  et.  seq.,  the  Vacant  or  Abandoned  Building  Ordinance 
(“VABO”),  requires  that  owners  of  vacant  or  abandoned  buildings  in  San  Francisco  register 
their  properties  as  such,  pay  registration  fees,  secure  their  properties  to  deny  access  to 
would-be  trespassers,  and  provide  proof  of  liability  insurance  coverage  for  the  properties. 
VABO,  as  it  currently  reads,  applies  to  some  vacant  commercial  storefronts  in  San  Francisco. 
Flowever,  a building  containing  a vacant  commercial  storefront  but  an  occupied  second  floor 
unit  is  technically  not  a vacant  or  abandoned  building,  as  defined  by  VABO.  Flence,  many 
vacant  commercial  storefronts  in  San  Francisco  evade  VABO  regulations  under  this  loophole. 

Amendments  to  Current  Law 


By  amending  the  Building  Code  to  apply  requirements  similar  to  those  specified  in  VABO  to 
properties  containing  vacant  or  abandoned  commercial  storefronts,  owners  of  properties  in 
commercial  corridors  will  have  extra  incentive  to  seek  suitable  tenants  to  fill  their  vacant  or 
abandoned  commercial  storefronts.  To  provide  owners  of  vacant  or  abandoned  commercial 
storefronts  with  ample  time  to  find  suitable  tenants,  the  proposed  amendment  to  the  Building 
Code  would  mandate  owners  of  vacant  or  abandoned  commercial  storefronts  to  do  the 
following  within  30  days  of  issuance  of  a Notice  of  Violation: 

1 . Register  their  commercial  storefronts  with  the  Department  of  Building  Inspection 
(“DBI”); 

2.  Secure  their  commercial  storefronts  to  prevent  trespassers  from  gaining  access  to  the 
premises: 

3.  Remove  graffiti,  refuse,  and  debris  from  in  and  around  their  commercial  storefronts: 
and 

4.  Maintain  fire  and/or  liability  insurance  coverage  for  their  commercial  storefronts  as  DBI 
determines  necessary. 

Additionally,  owners  of  vacant  or  abandoned  commercial  storefronts  would  be  required  to  do 
either  of  the  following  within  270  days  of  their  commercial  storefronts  becoming  vacant  or 
abandoned: 
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1 . Rent  their  commercial  storefronts  to  tenants  who  occupy  the  premises  in  a manner  that 
complies  with  all  state  and  local  laws;  or 

2.  Pay  a fee  of  $765.00  to  include  their  commercial  storefronts  in  the  Registry  of  Vacant 
or  Abandoned  Commercial  Storefronts.  This  fee  shall  be  assessed  on  an  annual  basis 
for  each  year  that  a commercial  storefront  remains  vacant  or  abandoned. 

Finally,  the  proposed  amendment  carves  out  an  exemption  for  owners  of  commercial 
storefronts  who  demonstrate  a good  faith  effort  to  rent,  lease,  or  sell  their  commercial 
storefronts,  or  obtain  permits  to  bring  their  commercial  storefronts  into  compliance  with  the 

law. 
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FILE  NO.  140284 


ORDINANCE  NO. 


[Building  Code  - Vacant  or  Abandoned  Commercial  Storefronts  and  Registration  Fee] 


Ordinance  amending  the  Building  Code  to  establish  a procedure  for  maintaining  and 
registering  vacant  or  abandoned  commercial  storefronts,  including  imposition  of  a 
registration  fee. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  single-underline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  sMkcthroiigh  italics  Times  New  Reman  font. 
Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1 . Findings.  The  Board  of  Supervisors  hereby  finds  and  determines  that: 

Every  commercial  corridor  in  San  Francisco  has  longstanding  and  blighted  vacant 
commercial  storefronts.  In  addition  to  being  eyesores,  these  vacant  commercial  storefronts 
have  a detrimental  impact  on  the  economic  viability  of  the  commercial  corridors  in  which  they 
are  located.  Vacant  storefronts  often  attract  illegal  activity,  such  as  squatting,  vandalism,  and 
dumping.  Such  activity  not  only  repels  would-be  customers  and  patrons  from  commercial 
corridors,  but  also  places  an  undue  burden  on  City  agencies.  The  Police  Department  and  the 
Department  of  Public  Works  drain  their  resources  by  routinely  responding  to  the  same  vacant 
commercial  storefronts  to  remove  trespassers,  clean  up  graffiti,  and  remove  illegally  discarded 
refuse  and  debris. 

Section  2.  Pursuant  to  Charter  Section  D3. 750-5,  the  Building  Inspection  Commission 
considered  this  ordinance  on at  a duly  noticed  public  hearing. 

Section  3.  Findings  under  the  California  Health  and  Safety  Code.  The  Board  of 
Supervisors  hereby  finds  that  this  ordinance  does  not  modify  a State  "building  standard,"  as 
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that  term  is  defined  in  Section  18909  of  the  California  Health  and  Safety  Code.  Therefore,  the 
finding  of  local  climactic,  geological,  or  topographical  conditions  required  by  Sections  18941.5 
and  17958.7  of  the  California  Health  and  Safety  Code  is  not  required. 

Section  4.  The  Building  Code  is  hereby  amended  by  amending  Section  103A.4.1  to 
read  as  follows: 

103A.4.1  Definition.  A building  shall  be  defined  as  a vacant  or  abandoned  if  it  (1)  is 
unoccupied  and  unsecured;  or  (2)  is  unoccupied  and  secured  by  boarding  or  other  similar 
means;  or  (3)  is  unoccupied  and  unsafe  as  defined  in  Section  102A  of  this  Code;  or  (4)  is 
unoccupied  and  has  multiple  code  violations;  or  (5)  has  been  unoccupied  for  over  30  days.  A 
building  which  is  partially  unoccupied  and  has  been  cited  for  blight  under  Chapter  80  of  the 
San  Francisco  Administrative  Code,  shall  also  be  deemed  a vacant  or  abandoned  building 
that  is  subject  to  this  Section.  Commercial  Storefronts,  as  defined  in  Section  103  A.  5.1  of  this  Code. 
located  within  vacant  or  abandoned  buildings  shall  be  subject  to  the  enforcement  provisions  in  Sections 

103A.5-103A.5.6ofthis  Code. 

For  purposes  of  this  Section  103A.4.  a building  shall  not  be  considered  vacant  or 
abandoned  if: 

(1)  There  is  a valid  building  permit  for  repair,  rehabilitation,  or  construction  of  a 
building  on  the  parcel  and  the  owner  completes  the  repair,  rehabilitation,  or  construction  within 
one  year  from  the  date  the  initial  permit  was  issued;  or 

(2)  The  building  complies  with  all  codes,  does  not  contribute  to  blight  as  defined  in 
Chapter  80  of  the  San  Francisco  Administrative  Code,  is  ready  for  occupancy,  and  is  actively 
being  offered  for  sale,  lease,  or  rent. 

Section  5.  The  Building  Code  is  hereby  amended  by  adding  Section  103A.5  including 
Sections  103A.5.1  through  103A.5.6,  to  read  as  follows: 
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SEC.  103A.5.:  VACANT  OR  ABANDONED  COMMERCIAL  STOREFRONTS— M M. 


2 REGISTRATION:  REGISTRATION  FEES:  MAINTENANCE  AND  SECURITY 

3 REQUIREMENTS. 

4 SEC.  103 A.  5.1.  DEFINITIONS. 

5 For  the  purposes  of  Section  103A.5,  includins  Sections  103A.5.1-103A5.3.6: 

6 "Commercial  Storefront”  A Commercial  Storefront  shall  be  any  area  within  a buildins  that  may  be 

7 individually  leased  or  rented  for  any  purpose  other  than  Residential  Use  as  defined  in  Plannin2  Code 

8 Sections  790.88  and  890.88. 

9 "Vacant  or  Abandoned.  ” A Commercial  Storefront  shall  be  Vacant  or  Abandoned  if  it  (1)  is 

10  unoccupied  and  unsecured:  or  (2)  is  unoccupied  and  secured  by  boardin2  or  other  similar  means:  or 

1 1 (5)  is  unoccupied  and  unsafe  as  defined  in  Section  102A  of  this  Code;  or  (4)  is  unoccupied  and  has 

12  multiple  code  violations;  or  (5)  has  been  unoccupied  for  over  30  days.  Notwithstanding  the  fore2oin2 

13  sentence,  a Commercial  Storefront  shall  not  be  considered  Vacant  or  Abandoned  if: 

14  (1 ) There  is  a valid  buildins:  permit  for  repair,  rehabilitation,  or  construction  of  the 

15  Commercial  Storefront  and  the  owner  completes  the  repair,  rehabilitation,  or  construction  within  one 

16  year  from  the  date  the  initial  permit  was  issued:  or 

17  (2)  The  owner  or  leaseholder  has  filed  an  application  for,  and  is  actively  seekin2  to  obtain. 

18  authorization,  permits  or  a license  required  by  state  or  local  law  permitting  the  lawful  use  and 

19  occupancy  of  the  Commercial  Storefront:  or 

20  (3)  The  Commercial  Storefront  complies  with  all  provisions  of  state  and  local  laM>.  does  not 

21  contribute  to  blisht  as  defined  in  Chapter  80  of  the  Administrative  Code,  is  ready  for  occupancy,  and 

22  the  owner  provides  evidence  satisfactory  to  the  Department  that  the  Commercial  Storefront  is  actively 

23  beim  offered  for  sale,  lease,  or  rent.  Satisfactory  evidence  shall  include,  but  is  not  limited  to.  evidence 

24  that  the  owner  has  hired  a real  estate  asent  or  other  rental  a2ent  who  advertises  and  promotes  the 

25 
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Commercial  Storefront  for  rent,  lease  or  sale,  or  proof  that  the  Commercial  Storefront  is  offered  for 

sale  on  the  Multiple  Listins  Service  or  any  other  comparable  real  estate  listins  service. 

SEC.  103A.5.2.  PROPERTY  OWNER’S  OBLIGATION  TO  REGISTER  A VACANT  OR 

ABANDONED  COMMERCIAL  STOREFRONT:  REGISTRATION EEE. 

The  owner  of  a Vacant  or  Abandoned  Commercial  Storefront  shall,  within  30  days  after  it  has 

become  vacant  or  abandoned,  resister  the  Commercial  Storefront  with  the  Department  on  a form 

provided  by  the  Department.  The  form  shall  describe  the  methods  by  which  the  owner  has  secured  the 

Commercial  Storefront  a2ainst  unauthorized  entry,  declare  any  future  plans  for  the  Commercial 

Storefront,  state  whether  there  is  fire  and  liability  insurance  coy  erase,  and  provide  such  other 

information  as  the  Department  may  require.  A registration  fee  shall  be  due  270  days  after  the 

Commercial  Storefront  has  become  vacant  or  abandoned  (“resistration  payment  deadline  ”),  The 

registration  payment  deadline  will  serve  as  the  date  for  calculatins  an  annual  renewal  fee  which  shall 

be  paid  every  year  the  Commercial  Storefront  remains  Vacant  or  Abandoned.  However,  if  the  owner 

rents  the  Commercial  Storefront  to  a tenant  who  occupies  the  premises  in  a manner  that  complies  with 

all  provisions  of  state  and  local  law  prior  to  the  registration  payment  deadline,  the  Commercial 

Store  front  shall  be  removed  from  the  Department ’s  registry  and  the  owner  need  not  pay  the  registration 

fee.  The  re2istration  fee  shall  be  equal  to  the  amount  due  under  Section  103 A.  4. 2 of  this  Code.  See 

Section  IlOA,  Table  lA-J  for  applicable  fees. 

SEC.  103A.5.3.  MAINTENANCE  OF  VACANT  OR  ABANDONED  COMMERCIAL 

STOREFRONT  REGISTR  Y. 

The  Department  shall  maintain  a registry  of  all  Vacant  or  Abandoned  Commercial  Storefronts 

within  the  City  and  shall  furnish  a copy  of  the  registry  to  the  Office  of  Economic  and  Workforce 

Development  at  least  once  per  fiscal  quarter. 
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SEC.  103 A. 5.4.  NOTICE. 


Whenever  the  Director  has  probable  cause  to  believe,  based  upon  an  insiK’ctioii.  conipUiint.  or 
report  from  another  asency  of  the  City  or  other  20vernmental  agency,  Ihcil  ci  ( 'oniniercinl  Storefront  is 
Vacant  or  Abandoned  and  has  not  been  resistered  as  required  by  Section  103A.5.2.  the  Director  shall 

serve  the  owner  of  record,  as  shown  on  the  Assessor's  Records,  or  authorized  anient  with  a written 

notice  requirin2  the  owner  to  resister  the  Commercial  Storefront  with  the  Department  as  I 'acanl  or 

Abandoned  within  the  period  of  time  specified  in  the  notice,  which  shall  he  no  greater  than  30  days. 

Additionally,  the  owner  shall  pay  the  associated  registration  fee  within  270  days  of  the  issuance  of  the 

notice  to  resister.  If  the  owner  rents  the  Vacant  or  Abandoned  Commercial  Storefront  to  a tenant  who 

meets  all  requirements  provided  in  Section  103 A.  5. 2 before  the  re2istration  payment  deadline  lapses. 

then  the  owner  need  not  pay  the  re2istration  fee. 

SEC.  103A.5.5.  SIGNPOSTING.  MAINTENANCE,  SECURITY,  AND  INSURANCE. 

All  requirements  listed  in  Sections  103A.4.4-103A.4.6  of  this  Code  shall  also  apply  to  Vacant  or 

Abandoned  Commercial  Storefronts.  All  such  requirements  shall  be  fulfilled  by  the  owner  within  30 

days  of  the  Commercial  Storefront  becoming  Vacant  or  Abandoned,  or  within  SO  days  of  the  issuance 

of  notice  to  resister,  resardless  of  the  owner ’s  intentions  to  rent  the  Commercial  Storefront  before  the 

re2istration  payment  deadline  lapses. 

SEC.  103A.5.6.  VIOLATION  A PUBLIC  NUISANCE:  ENFORCEMENT. 

A Commercial  Storefront  in  violation  of  this  Section  103A.5,  includins  Sections  103A.5.1- 

103 A.  5. 6,  is  deemed  to  be  a public  nuisance  and  subject  to  enforcement  by  the  Department  and 

penalties  under  Sections  102 A and  103 A of  this  Code  or  other  applicable  sections  of  the  Municipal 

Code, 

Section  6.  Uncodified  Provisions. 

(a)  Effective  Date.  This  ordinance  shall  become  effective  30  days  after  enactment. 
Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the  ordinance 
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unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board  of 
Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

(b)  Undertaking  for  the  General  Welfare.  In  enacting  and  implementing  this 
ordinance,  the  City  is  assuming  an  undertaking  only  to  promote  the  general  welfare.  It  is  not 
assuming,  nor  is  it  imposing  on  its  officers  and  employees,  an  obligation  for  breach  of  which  it 
would  be  liable  in  money  damages  to  any  person  who  claims  that  such  breach  proximately 
caused  injury. 

(c)  No  Conflict  with  State  or  Federal  Law.  Nothing  in  this  ordinance  shall  be 
interpreted  or  applied  so  as  to  create  any  requirement,  power,  or  duty  in  conflict  with  any 
State  or  federal  law. 

(d)  Severability.  If  any  of  section,  subsection,  sentence,  clause,  phrase  or  word  of 
this  ordinance  is  for  any  reason  held  to  be  invalid  or  unconstitutional  by  a decision  of  any 
court  of  competent  jurisdiction,  such  decision  shall  not  affect  the  validity  of  the  remaining 
portions  of  the  ordinance.  The  Board  of  Supervisors  hereby  declares  that  it  would  have 
passed  this  ordinance  and  each  and  every  section,  subsection,  sentence,  clause,  phrase,  and 
word  not  declared  invalid  or  unconstitutional  without  regard  to  whether  any  other  portion  of 
this  ordinance  would  be  subsequently  declared  invalid  or  unconstitutional. 

(e)  Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
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Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions,  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

NICHOLAS  COLLA 
Deputy  City  Attorney 

n :\legana\as201 4\1 400434\009 1 41 02.doc 
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FILE  NO.  140317 


LEGISLATIVE  DIGEST 


[Administrative  Code  - Irrevocable  Employer  Health  Care  Expenditure  Requirement  and 
Establishment  of  Health  Care  Access  Assistance  Program] 

Ordinance  revising  the  Health  Care  Security  Ordinance  to  require  all  health  care 
expenditures  to  be  made  irrevocably;  to  establish  a City  public  benefit  program  known 
as  the  Health  Care  Access  Assistance  Program  (HCAAP);  to  describe  the  public 
benefits  available  under  each  of  HCAAP’s  three  component  programs,  Healthy  San 
Francisco,  Covered  San  Francisco,  and  Health  Care  Access  Accounts;  to  set  certain 
eligibility  requirements  for  program  participants;  and  to  set  an  operative  date  of 
October  1,  2014. 


Existing  Law 

The  Health  Care  Security  Ordinance  currently  allows  covered  employers  to  meet  their 
obligation  to  make  “health  care  expenditures”  on  behalf  of  their  covered  employees  either  with 
irrevocable  expenditures,  such  as  insurance  premium  payments,  or  with  revocable 
expenditures,  such  as  allocations  to  health  reimbursement  accounts  where  unspent  funds 
return  to  the  employer.  Revocable  expenditures  must  meet  additional  conditions  to  be 
credited  as  “health  care  expenditures”  under  the  Ordinance.  They  must  be  “reasonably 
calculated  to  benefit  the  employee;”  remain  available  to  the  employee  for  reimbursement  of 
health  care  expenses  for  at  least  two  years  from  the  date  of  the  expenditure  or  90  days  after 
separation:  and  are  subject  to  additional  notice  and  reporting  requirements. 

The  Ordinance  includes  an  alternate  provision  that  goes  into  effect  if  a court  strikes  down  or 
enjoins  the  extra  conditions  placed  on  revocable  expenditures.  In  that  event,  revocable  health 
care  expenditures  must  remain  available  to  an  employee  indefinitely,  regardless  of  separation, 
until  the  employee’s  reimbursement  account  has  been  inactive  for  18  months  or  the  employee 
has  died. 

The  Ordinance  also  allows  employers  to  meet  their  health  care  spending  requirement  by 
making  health  care  expenditures  to  the  City.  Under  existing  law,  the  City  uses  those  funds  on 
behalf  of  the  employer’s  covered  employees  in  one  of  two  ways.  First,  the  Ordinance 
establishes  Healthy  San  Francisco  (HSF),  a program  that  provides  comprehensive  medical 
care  to  eligible,  uninsured  San  Francisco  residents,  regardless  of  employment  or  immigration 
status  or  preexisting  medical  conditions.  HSF-eligible  employees  whose  employers  have 
made  contributions  to  the  City  on  their  behalf  receive  discounts  on  HSF  program  participation 
fees.  If  the  covered  employee  is  not  eligible  for  HSF,  the  City  creates  a Medical 
Reimbursement  Account  for  that  employee  in  the  same  amount  as  the  employer’s 
contribution.  The  Ordinance  also  requires  the  Controller  to  segregate  employer  health  care 
expenditures  from  the  City’s  general  funds  and  directs  that  unclaimed  employer  funds  be  used 
to  support  HSF. 
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Amendments  to  Current  Law 


As  amended,  the  Ordinance  would  require  “health  care  expenditures”  to  be  irrevocably  paid 
and,  as  a result,  would  no  longer  credit  amounts  that  could  revert  to  the  employer  toward  the 
employer’s  health  care  spending  requirement.  It  would  also  delete  the  alternative  provision 
addressing  unfavorable  court  orders. 

The  amended  Ordinance  would  continue  to  permit  employers  to  make  payments  to  the  City  to 
satisfy  their  health  care  spending  requirement,  and  it  would  establish  a new  public  health 
benefit  program,  the  Health  Care  Access  Assistance  Program  (HCAAP),  to  benefit  the 
employees  whose  employers  contributed  on  their  behalf.  HCAAP  would  consist  of  three 
component  programs:  HSF,  Covered  San  Francisco,  and  Health  Care  Access  Accounts. 

The  proposal  would  add  new  eligibility  criteria  for  HSF.  While  it  would  continue  to  be  open  to 
eligible,  uninsured  San  Francisco  residents,  regardless  of  employment  or  immigration  status 
or  pre-existing  medical  conditions,  the  amended  Ordinance  would  also  require  HSF  to  be 
open  to  residents  with  family  incomes  up  to  400%  of  the  federal  poverty  level  who  are  not 
eligible  for  subsidized  health  insurance  coverage  through  Covered  California,  Medicare,  or 
Medi-Cal.  HSF  would  also  be  available  to  residents  who  are  exempt  from  the  mandate  of  the 
federal  Affordable  Care  Act  to  carry  health  insurance  for  economic  reasons  and  to  those  who 
do  not  have  an  affordable  offer  of  insurance  coverage  as  determined  by  the  Department  of 
Public  Health  (DPH). 

Covered  San  Francisco  would  be  a new  benefit  program  that  would  provide  financial 
assistance  to  make  individual  and  family  insurance  plans  offered  through  Covered  California 
more  affordable.  Covered  San  Francisco  would  be  open  to  eligible,  covered  employees 
whose  employers  made  health  care  expenditures  to  the  City  and  to  their  dependents.  It  could 
also  be  opened  to  others  at  the  discretion  of  DPH.  Covered  San  Francisco  would  be  funded 
with  employer  health  care  expenditures  and  could  be  expanded  with  grants  or  City  funds  if 
those  became  available. 

Health  Care  Access  Accounts  would  be  available  to  the  remaining  employees  whose 
employers  made  health  care  expenditures  to  the  City  but  who  were  not  eligible  to  participate 
in  Healthy  San  Francisco  or  Covered  San  Francisco. 

The  amended  Ordinance  would  give  DPH  the  authority  and  the  discretion  to  set  any  further 
eligibility  criteria  and  define  the  benefits  available  under  each  program  consistent  with  the 
guidance  in  the  Ordinance.  It  would  also  give  HCAAP  participants  the  right  to  appeal  to  DPH 
if  they  did  not  agree  with  their  assignment  to  one  component  program  (HSF,  Covered  SF, 
Health  Care  Access  Accounts)  instead  of  another.  Further,  it  provides  that  employer  health 
care  expenditures  must  be  segregated  from  other  City  funds  and  allocates  any  unclaimed 
employer  funds  to  support  the  HCAAP. 
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The  proposal  would  become  operative  on  October  1 , 2014. 

Background  Information 

As  originally  enacted  and  until  201 1 , the  Health  Care  Security  Ordinance  did  not  contain 
additional  requirements  for  revocable  health  care  expenditures.  According  to  the  information 
the  Office  of  Labor  Standards  Enforcement  (OLSE)  received  from  employers’  annual  reporting 
forms,  the  average  reimbursement  rate  of  employee  reimbursement  plans  in  2010  was  20%, 
and  the  median  rate  was  12%.  Over  half  of  the  employee  reimbursement  plans  in  place  for 
each  of  the  years  2008-2010  had  reimbursement  rates  of  between  0 and  10%,  meaning  that 
more  than  half  of  the  employers  using  revocable  expenditures  to  reimbursement  accounts  to 
satisfy  their  obligations  under  the  Ordinance  recaptured  90%  or  more  of  their  health  care 
expenditures.  Conversely,  the  affected  employees  received  10%  or  less  of  the  dollars 
allocated  for  their  health  care. 

This  information  about  revocable  expenditures  raised  legislative  concern,  and  in  201 1 , the 
Ordinance  was  amended  to  include  the  additional  criteria  currently  in  place  for  revocable 
health  care  expenditures.  According  to  the  information  employers  reported  to  OLSE  about 
their  post-amendment  expenditures  in  2012,  the  most  recent  year  for  which  information  is 
currently  available,  the  average  reimbursement  rate  rose  to  25%,  and  the  median  rate  rose  to 
18%. 


Provisions  of  the  Affordable  Care  Act  that  went  into  effect  on  January  1,  2014,  are  also  likely 
to  affect  the  uptake  rate  for  reimbursement  plans.  Employee  reimbursement  accounts  that 
are  not  linked  to  health  insurance  plans  can  now  only  reimburse  for  limited  medical  expenses, 
primarily  vision  and  dental  care.  Such  accounts  can  no  longer  reimburse  employees  for  the 
full  range  of  health  care  services  or  for  non-vision  or  dental  insurance  premiums,  co-pays,  or 
prescription  drugs.  Although  employers  have  not  yet  reported  the  reimbursement  rates  they 
are  experiencing  for  these  much  more  restricted  plans,  it  is  reasonable  to  assume  that  the 
rates  will  drop,  perhaps  significantly,  below  current  levels. 

Also  effective  January  1,  2014,  the  Affordable  Care  Act  implemented  state-administered 
health  insurance  exchanges  for  uninsured  individuals  to  purchase  health  insurance  that 
satisfies  the  individual  insurance  mandate.  Individuals  with  a family  income  below  400%  of 
the  federal  poverty  line  may  be  eligible  for  federal  premium  assistance  tax  credits  that  make 
their  insurance  premiums  more  affordable,  but  some  of  these  lower-income  individuals  do  not 
have  access  to  the  tax  credits.  These  ineligible  persons  include  employees  who  have  offers 
of  individual  insurance  from  their  employers  that  cost  less  than  9%  of  their  family  income, 
regardless  of  whether  the  insurance  covers  their  dependents.  Undocumented  and  recent 
immigrants  may  also  be  ineligible  for  subsidies.  These  groups  and  others  still  may  not  have 
access  to  affordable  individual  or  family  insurance  despite  the  significant  accessibility  and 
affordability  improvements  to  the  insurance  marketplace  under  the  Affordable  Care  Act. 
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FILE  NO.  140317 


ORDINANCE  NO. 


[Administrative  Code  - Irrevocable  Employer  Health  Care  Expenditure  Requirement  and 
Establishment  of  Health  Care  Access  Assistance  Program] 


Ordinance  revising  the  Health  Care  Security  Ordinance  to  require  all  health  care 
expenditures  to  be  made  irrevocably;  to  establish  a City  public  benefit  program  known 
as  the  Health  Care  Access  Assistance  Program  (HCAAP);  to  describe  the  public 
benefits  available  under  each  of  HCAAP’s  three  component  programs,  Healthy  San 
Francisco,  Covered  San  Francisco,  and  Health  Care  Access  Accounts;  to  set  certain 
eligibility  requirements  for  program  participants;  and  to  set  an  operative  date  of 
October  1,  2014. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sm2le-underline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikethrough  italics  Times  Now  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1.  The  Administrative  Code  is  hereby  amended  by  revising  Sections  14.1 
through  14.8  of  Chapter  14,  and  deleting  Section  14.1 .5,  to  read  as  follows: 

SEC.  14.1.  SHORT  TITLE;  DEFINITIONS. 

(a)  Short  title.  This  Chapter  shall  be  known  and  may  be  cited  as  the  "San  Francisco 
Health  Care  Security  Ordinance." 

(b)  Definitions.  For  purposes  of  this  Chapter,  the  following  terms  shall  have  the 
following  meanings: 

{i}  "City"  means  the  City  and  County  of  San  Francisco. 

{2}  "Covered  ^Employee”  means  any  person  who  works  in  the  City  where  such 
person  qualifies  as  an  employee  entitled  to  payment  of  a minimum  wage  from  an  ^Employer 
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under  the  Minimum  Wage  Ordinance,  as  provided  under  Chapter  1 2R  of  the  San  Francisco 
Administrative  Code^  and  has  performed  work  for  compensation  for  his  or  her  e^mployer  for 
ninety  (90)  days,  provided,  however,  that; 

(A)  From  the  effective-date  of  this  Chapter  through  December  31,  2007,  "at 
least  twelve  (12)  hours”  shall  be  substituted  for  "at  least  two  (2)  hours"  where  such  term  appears  in 

Section  12R.3(a); 

(B)  From  January  1,  2008  through  December  31,  2008,  "at  least  ten  (1 0) 
hem's" -shallrBe -substituted for  "at  least-two  (■2)Aiours"  where  such  term  appears  in  Section  12R.3(a); 

{JjS)  Beginning  January  1 , 2009,  "Aa{  least  eight  (8)  hours"  shall  be 
substituted  for  "at  least  two  (2)  hours"  where  such  term  appears  in  Section  12R.3(a); 

(2£>)  The  term  "Covered  ^employee"  shall  not  include  persons  who  are 
managerial,  supervisorial,  or  confidential  employees,  unless  such  employees  earn  annually 
under  $88,21272, 450.00  m^\n  20142WJ  and^  for  subsequent  years,  the  figure  as  set  by  the 
administering  agency: 

(JS)  The  term  "Covered  ^employee"  shall  not  include  those  persons  who 
are  eligible  to  receive  benefits  under  Medicare  or  TRICARE/CHAMPUS; 

{4p)  The  term  "Ceovered  Eemployees"  shall  not  include  those  persons 
who  are  "Ceovered  E^mployees"  as  defined  in  Section  12Q.2.9  of  the  Health  Care 
Accountability  Ordinance,  Chapter  12Q  of  the  San  Francisco  Administrative  Code,  if  the 
eSmployer  meets  the  requirements  set  forth  in  Section  12Q.3  for  those  employees;  and 

(5^)  The  term  "C^overed  ^employee#"  shall  not  include  those  persons 
who  are  employed  by  a nonprofit  corporation  for  up  to  one  year  as  trainees  in  a bona  fide 
training  program  consistent  with  Federal  law,  which  training  program  enables  the  trainee  to 
advance  into  a permanent  position,  provided  that  the  trainee  does  not  replace,  displace,  or 
lower  the  wage  or  benefits  of  any  existing  position  or  employee. 
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{60)  Nor  shall  the  term  "C^overed  ^employee#"  include  those  persons 
whose  ^^mployers  verify  that  they  are  receiving  hHeaWh  eCare  s^ervices  through  another 
e^mployer,  either  as  an  employee  or  by  virtue  of  being  the  spouse,  domestic  partner,  e^child^ 
or  other  dependent  of  another  person;  provided  that  the  e£mployer  obtains  from  those  persons 
a voluntary  written  waiver  of  the  hHeaWh  eCare  ^Expenditure  requirements  of  this  Chapter  and 
that  such  waiver  is  revocable  by  those  persons  at  any  time. 

{3}  "Covered  ^Employer"  means  any  wMedium-sized  or  ^Zarge  ^Business  as 
defined  below  engaging  in  business  within  the  City  that  is  required  to  obtain  a valid  San 
Francisco  business  registration  certificate  from  the  San  Francisco  Tax  Collector's  office  or,  in 
the  case  of  a nonprofit  corporation,  an  ^Employer  for  which  an  average  of  fifty  (50)  or  more 
persons  per  week  perform  work  for  compensation  during  a quarter.  Small  Ebusinesses  are  not 
-Ceovered  Eemployers-  and  are  exempt  from  the  health  care  spending  requirements  under 
Section  14.3. 

“Covered  San  Francisco  ” means  a public  benefit  prosi'am  administered  by  the 
Department  of  Public  Health,  funded  in  whole  or  in  part  by  Health  Care  Expenditures  made  by 

Covered  Employers  to  the  City  under  Section  14.3,  to  make  health  insurance  purchased  through 

Covered  California,  or  similar  state-administered  exchanges,  more  affordable  for  San  Francisco 

employees  and  residents. 

{4)-  "Employer"  means  an  employing  unit  as  defined  in  Section  135  of  the 
California  Unemployment  Insurance  Code  or  any  ^Person  defined  in  Section  18  of  the 
California  Labor  Code.  "Employer"  shall  include  all  members  of  a "controlled  group  of 
corporations"  as  defined  in  Section  1563(a)  of  the  United  States  Internal  Revenue  Code,  and 
the  determination  shall  be  made  without  regard  to  Sections  1563(a)(4)  and  1563(e)(3)(C)  of 
the  Internal  Revenue  Code. 
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“Health  Care  Access  Account”  means  a public  health  benefit  administered  by  the 
Department  of  Public  Health,  funded  in  whole  or  in  part  by  Health  Care  Expenditures  made  by 

Covered  Employers  to  the  City  under  Section  14.3,  from  which  eli2ible  Covered  Employees  may  obtain 

reimbursement  for  Health  Care  Services. 

“Health  Care  Access  Assistance  Program  ” means  a public  health  benefit  program 
administered  by  the  Department  of  Public  Health;  comprised  of  Healthy  San  Francisco,  Covered  San 

Francisco,  and  Health  Care  Access  Accounts:  and  intended  to  maximize  enrollment  in  Covered 

California  plans  and  increase  every  participant’s  access  to  Health  Care  Services. 

(5)  "Health  Access  Program  " means  a San  Francisco  DeparPnent  of  Public  Health 
program  to  provide  health  care  for  uninsured  San  Francisco  residents. 

(6)  "Health  Access  Program  participant"  means  any  uninsured  San  Francisco  resident, 
regardless  of  employment  or  immigration-status  or  pre  existing  condition,  who  is  enrolled  by  his  or  her 

employer  or  who  enrolls  as  an-individual  in-thc Health  Access  Progf'am  under -the-^erms  established  by 

the  Department  of  FublicHeaMh 

fA)-  “Health  Care  Expenditure  ” means  an  amount  irrevocably  paid  by  a Covered 
Employer  to  a Covered  Employee  or  a trustee  or  a third  party  on  behalf  of  a Covered  Employee  for  the 

purpose  of providins  or  reimbursin2  the  cost  of  Health  Care  Services  for  Covered  Employees  and/or 

their  spouses,  domestic  partners,  children,  or  other  dependents.  “Health  Care  Expenditure  ” also 

means  an  amount  paid  by  a Covered  Employer  to  the  City  on  behalf  of  a Covered  Employee  to 

establish  his  or  her  elmbilitv  to  participate  in  the  Health  Care  Access  Assistance  Pro2ram  in  the 

manner  and  according  to  the  terms  set  by  the  Department  of  Public  Health.  “Health  Care 
Expenditure"  shall  not  include  any  amount  that  has  been  allocated  for  use  by  a Covered  Employee  but 

retained  by  the  Employer,  nor  any  amount  that  has  been  paid  to  a trustee  or  third  party  but  that  may  at 

any  time  be  recovered  by  or  returned  to  the  Employer,  nor  any  amount  othenvise  required  to  be  paid  by 

Federal,  State,  or  local  law.  -'Health-care  expenditure”  means  any  amount  paid  by  a covered  employer 
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providing  health  care  services  for  covered  employees  or  rcimhursin}^  (ho  cost  of  such  st‘r\^ifes  h>r 
covered  employees,  including,  but  not  limited  to:  (i)  contrihniions-desigmitod  or-poid  ky  snch -empkp-er 
on  behalf  of  its  covered  employees  to  a- health  savings  accouni--as-de;f}ntHi-Hnth+--^ection  223  of  die 

United  States  Internal  Revenue  Code  or  to  any  other-oeconnt  having  substantkdly  the  some  purpose  or 

effect  witho-ut-regard  to  whether  such  contributions  qnalify-for-a  tax  dedne-tiofror  ore-excindtihle  fr^HH 

employee  incomeiffii)  reimbursement  by  such  covered  employer  to  its  covered  employees  for  expenses 

incurred  in  the  purchase  of  health  care-services;  {iU}  payment^-hy-a-eovered  employer  to  o-thirdfhmh-- 


for  the  purpese-ef  providing  health  care  services  for  cov 

ei'ed  ernployees 

^riHffeosts-}}}cu 

rred-kyr} 

cove}  ed  employer-in-the  direct- de^liveiy  of  health-eare  -se 

’ered  e}}}plo\ees 

( ' lt\'  111  / ■ 

residents,  and  establish  and  inaintain  i^cimburscjnent-accounts  for  covered  employees. 

whether  or  not 

these-eovered  employees  are  San  Francisco  residents. 


(B)  Prior  to  October  1,  2014,  a A contribution  designated  or  paid- te-o  heohh 
■savings  account  or-to-any -other  account  having- siibstantially  the  same  purpose  or  effect  which  is  not 

irrevocably  paid  to  a third  partyon  behalf  of  a covered  employee,  shall  not  constitute  a "health  care 

expenditure"  unless  all  of  the  following  conditions- are  met: 


■0) — The  contribution  is -reasonably  calculated  to  betiefit  the 

-employee:- 



thi  otigh  the  cfiiploycc)  foi  ci  ffiiyiiujiuii  of  twenty  foiu — (21)  HioHths  fiotu  the  {into  of  fho  ton 

L- 

(Hi)  On  Januaty  1,  2012,  the  account  contaitts  an  atttounf  e 

anal  to  the 

balance  in  the  account  at  the  close  of  business  on  December  31.  2011,  if  any 
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(iv)  The  employee  receives  a written  summary  of  the  conM-butienrMfUhin 
IS-days-ef  the  contribution  which  shall  include:  (a)  the  name,  address,  and  telephone  number  of  any 

third  party  to  whom-thceontribution  wasmadei-(b)the  date  and  amount  of  the  conMbution;  (c)--the 

date  and  amount-of-any-ethei^ehit-s  or  credits  to-the-aceount  since  the  most  recent  written  summary 

providedrtothe-employee;  (d)  the  balance  in  the  account;  and,  (c)  any  applicable  expiration  dates  for 

the  funds  in  the  aeeourrtr 

(v)  -df-the-employee  separates  jrom  employment  with  a positive  balance 
in  a reimbursement  account:  (a)  the  balance  in  the  account  shall  remain  available  to  the  employee  (and 

any  other  per  sen-eligible  for  rcimbursement-for  health  care  expenses  through  the  ■employee)  for  -a 

minimum  of  ninety  days  from  the  date  of  separation,  and,  (b)  the  employee  shall  receive,  within  three 

days  following-the  separation,  a written-notice,  whieh-shall  include -the  balance  in  the  account  and  any 

applicable  expiration  dates  for  the  funds  in  the  account. 

Notwithstandingany-ether-provision  of  this  subsection,  "health  care  expenditure  " shall  not 

include-any  payment  made  directly  or  indirectly  for  workers'  compensation  or  Medicare  benefits. 

{8}  "Health  ^Care  e^xpenditure  #^^ate"  means  the  amount  of  ^^ealth  eCare 
Expenditure  that  a C^overed  ^employer  shall  be  required  to  make  for  each  hHourpPa\d  for 
each  of  its  C^overed  ^employees  each  quarter.  The  "health  care  expenditure  rate"  shall  be 
computed  as  follewsT 

(A)  From  the  effective  date  of  this  Chapter- through  June  30,  2007,  SI. 60  per 
hour  for  large  businesses  and  $1.06  per  hour  for  medium  sized  businesses; 

{3) — From  July  1,  2007  through  December  31,  2007,  January^l.  2008  through 
December  31,  2008,  and  Januaiy  1,  2009  through  December  31,  2009,  the-rates  for  large  and  mediutH- 

sized-busincsscs  shall  increase  five  (5)  percent  over  the  expenditure  rate  calculated  for  the  preceding 
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(C)  From  January  I,  2010  ami  each  year  (hereafter,  /ffle  -^^ealth  Ceare 
^expenditure  ^eate^'  shall  be  determined  annually  based  on  the  "average  contribution"  for  a 
full-time  employee  to  the  City  Health  Service  System  pursuant  to  Section  A8.423  of  the  San 
Francisco  Charter  based  on  the  annual  ten  county  survey  amount  for  the  applicable  fiscal 
year,  with  such  average  contribution  prorated  on  an  hourly  basis  by  dividing  the  monthly 
average  contribution  by  one  hundred  seventy-two  (172)  (the  number  of  hours  worked  in  a 
month  by  a full-time  employee).  The  -^^ealth  eCare  expenditure  f=^ate-  shall  be  seventy-five 
percent  (75%)  of  the  annual  ten  county  survey  amount  for  the  applicable  cglendgrfiseal  year  for 
A^usinesses  and  fifty  percent  (50%)  for  ^Medium-sized  AXsinesses. 

■(9)-  "Health  Ceare  Services"  means  medical  care,  services,  or  goods  that  may 
qualify  as  tax  deductible  medical  care  expenses  under  Section  213  of  the  Internal  Revenue 
Code,  or  medical  care,  services,  or  goods  having  substantially  the  same  purpose  or  effect  as 
such  deductible  expenses. 

"Healthy  San  Francisco"  means  a Department  of  Public  Health  prosram  to  provide 
health  care  for  uninsured  San  Francisco  residents  who  meet  the  eli2ibilitv  criteria  established  by  the 

Department  of  Public  Health. 

{i9}  "Hour pPa\d"ox  "hHoms  ^Paid”  means  a work  hour  or  work  hours  for  which 
a person  is  paid  wages  or  is  entitled  to  be  paid  wages  for  work  performed  within  the  City, 
including  paid  vacation  hours  and  paid  sick  leave  hours,  but  not  exceeding  172  hours  in  a 
single  month.  For  salaried  persons,  "hours  paid"  shall  be  calculated  based  on  a 40-hour  work 
week  for  a full-time  employee. 

"Large  ^Pusiness"  means  an  ePmployer  for  which  an  average  of  one 
hundred  (1 00)  or  more  persons  per  week  perform  work  for  compensation  during  a quarter. 
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{i2}  "Medium-sized  ^^usiness"  means  an  e^mployer  for  which  an  average  of 
between  twenty  (20)  and  ninety-nine  (99)  persons  per  week  perform  work  for  compensation 
during  a quarter. 

"Person"  means  any  natural  person,  corporation,  sole  proprietorship, 
partnership,  association,  joint  venture,  limited  liability  company,  or  other  legal  entity. 

"Required  ^^ealth  C^are  ^Expenditure"  means  the  total  health  care 
expenditure  that  a Ceovered  Eemployer  is  required  to  make  every  quarter  for  all  its  C^overed 
E^mployees. 

"Small  EEusiness"  means  an  ^Employer  for  which  an  average  of  fewer  than 
twenty  (20)  persons  per  week  perform  work  for  compensation  during  a quarter. 


SE€-^4.4-.-5^iLTERNATE  PROVISIONS. 

(a)  If  the  City  Attorney  certifies  to  the  Mayor  and  the  Board  of  Supervisors  that  a court  of 
competent  jurisdiction  in  a lawsuit  brought  by  or  on  behalf  of  a Covered  Employer  has  sPuck  I&wn  the 

provisions  of  Section  I4:Ir5,or-permimently-enjoined-their  enforcement-,  then  the  following  provisions 

shall  become  operative  on  the  first  day  of  the  next  calendar  quarter  following  the  City'  Attorney's 

certification. 


only  include  an  amount  irrevocably  paid  by  a covered  employer  to  a covered  employee  or  to  a third 

party  on-behalf  ofa  covered  employee.  An  amount  that  is  retained  by-the -employer  or  that  may-he 

recovered  by  or-returned  to  the-employer  shall  not  constitute  a "health  care  expenditure,  "jin  amount 

paid  to  a-third-party  for  the  purpose  of  reimbursing  a covered  -employee  for  expenses  incurred  in-the 

purchase  of  health  care  services  shall- not- constitute  a "health  care  expenditure"  unless  any  unused 

funds  carry-over  from-quarter-to-^uarter  and  from  year  to  year  and  remain  available  to  the  covered 

employee,  even  after  the  covered  employee' s-separation  fi-om  employment . 
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Nohvithstanding  the  above,  an  amount  paid  as  a "health  expenditure  " may  he  retHH 
by  or  returned  to  the  employer  without  losing  its  status  as  a "health  care  eiipenditiir^^^-4i^K^ 
circumstanccsT 

(AJ  A former  employee  has-not  made  a claim  for  any  of  the  remamin^^  1 1 v<  1 1 it 
funds  for  18  }nonths-(meluding  a claim  made  on-behalf  ef  any  other  person  eligible  for- 

fi‘om  health  coHi-expcnscs  from  the  former  employee 's-ramammg-availablc  funds);  or, 

{B) — The  covei'cd  employee  has  died. 

(b)  If  the  City  Attorney  subsequentiy-eertifics  to  the  Mayor  and  the  Board  ef  SupayvistHs  ifhu 

an  order  enjoining  enforcement  of  the  provisions  of  Section  14.1.5  has  been  lifted,  then  the  originni 

provisions  shall  again  become  operative  on  the  first  day  of  the  next  calendar  quarter  falkminy,  ihe  ( uv 

Attorney's  certificationv 

SEC.  14.2.  SAN  FRANCISCO  HEALTH  CARE  ACCESS  ASSISTANCE  PROGRAM 
.iND  REIMBURSEMENT  ACCOUNTS. 

(a)  The  San  Francisco  Department  of  Public  Health  shall  administer  the  Health  Care 
Access  Assistance  Program,  comprised  of  Healthy  San  Francisco,  Covered  San  Francisco,  and 
Health  Care  Access  Accounts.  The  Department  shall  determine  eli2ibilitv  and  benefits  under  each 

prosram  component  to  maximize  participants  ’ overall  access  to  Health  Care  Services. 

(b)  Under  Healthy  San  Francisco  the  Health  Access  Progi-am.  eligible  uninsured  San 
Francisco  residents  may  obtain  health  care  from  a network  consisting  of  San  Francisco 
General  Hospital  and  the  Department  of  Public  Health's  clinics,  and  other  community  non- 
profit and  private  providers  that  meet  the  program's  quality  and  other  criteria  for  participation. 
Healthy  San  FranciscoThe  Health  Acccss-Prosram  is  not  an  insurance  plan  for  Healthy  San 
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{b) — The  Department  of  Public  Health  shall  coordinate  with  a third  party  vendor  to  administer 

progi^am  operations,  including  basic  customer  services,  enrollment, -tracking  sei^ice  utilizationr^Uting-, 


and  communication  with  the  participants. 

(C) 


i shall  be  open  to  eligible,  uninsured 


San  Francisco  residents;  rega^dle^^  of  employment  status.  Eligibility  criteria  shall  be  established 
by  the  Department  of  Public  Heaithr  and  shall  include  eligibility  for  persons  (1)  with  family  incomes 
up  to  400%  of  the  federal  poverty  level  who  are  not  eligible  for  subsidized  health  insurance  covera2e 

throush  Covered  California  or  for  Medicare  or  Medi-Cal;  or  (2)  who  are  exempt,  due  to  economic 

hardship  or  the  cost  of  employer-sponsored  coverase.  from  the  mandate  of  the  federal  Affordable  Care 

Act  to  carry  health  insurance:  or  (3)  who  do  not  have  an  affordable  offer  of  insurance  covera2e  as 

determined  by  the  Department  of  Public  Health,  but  nNo  person  shall  be  excluded  from  Healthy 
San  FranciscoThc  Health  Access  Prosram  based  on  employment  or  immigration  status  or  a pre- 
existing condition.  Participants  may -enr-oll-themsc  Ives  as  individuals,  with  the  terms  of  enrollment  to 
be  determined  pursuant  to  Section  -1 4T4{a}T 

(d)  Healthy  San  FranciscoThc  Health-Access -ProsTam  may  be  funded  from  a variety  of 
sources,  including  health  care  expenditures  bypayments  fi-om  C^overed  ^employers  pursuant  to 
Section  14.3,  from  individuals,  and  from  the  City.  Funding  from  the  City  shall  prioritize 
services  for  low  and  moderate  income  persons,  with  costs  based  on  Healthy  San 
FranciscoHealth-Aceess  Prosram  participant-sj  ability  to  pay. 


(e)  Healthy  San  FranciscoThe-Health  Access  Prosp-am  shall  use  the  "Medical  Home"  model 
in  which  a primary  care  physician,  nurse  practitioner,  or  physician  assistant  develop  and  direct 
a plan  of  care  for  each  Healthy  San  Francisco Heakh  Access  Proip-am  participant,  coordinate 
referrals  for  testing  and  specialty  services,  and  monitor  management  of  chronic  conditions 
and  diseases.  Healthy  San  FranciscoHcalth  Access  Prosram  participants  shall  be  assigned  to  a 
primary  care  physician,  nurse  practitioner,  or  physician  assistant. 
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(f)  Healthy  San  Franc iscoThc  Health  Accos's  Pyo^ram  shall  provide  medical  services  with 
an  emphasis  on  wellness,  preventive  care  and  innovative  service  delivery.  The  /program  shall 
provide  medical  services  for  the  prevention,  diagnosis,  and  treatment  of  medical  conditions, 
excluding  vision,  dental,  infertility,  and  cosmetic  services.  The  Department  of  Public  Health 
may  further  define  the  services  to  be  provided,  except  that  such  services  must,  at  a minimum, 
include:  professional  medical  services  by  doctors,  nurse  practitioners,  physician  assistants, 
and  other  licensed  health  care  providers,  including  preventive,  primary,  diagnostic  and 
specialty  services;  inpatient  and  outpatient  hospital  services,  including  acute  inpatient  mental 
health  services;  diagnostic  and  laboratory  services,  including  therapeutic  radiological  services; 
prescription  drugs,  excluding  drugs  for  excluded  services;  home  health  care;  and  emergency 
care  provided  in  San  Francisco  by  contracted  providers,  including  emergency  medical 
transportation  if  needed. 

(s)  Covered  San  Francisco  shall  provide  financial  assistance  to  eligible  participants  to  offset  a 

portion  of  the  cost  of  health  insurance  purchased  through  Covered  California  or  similar  state- 

administered  exchanges  as  determined  by  the  Department  of  Public  Health. 

(h)  Participation  in  Covered  San  Francisco  shall  be  available  to  eli2ible  Covered  Employees 

whose  Employers  make  health  care  expenditures  to  the  City  on  their  behalf  to  their  dependents,  and  to 

others  as  determined  by  the  Department  of  Public  Health. 

fi)  The  Department  of  Public  Health  shall  annually  determine  the  level  of  public  benefits 

available  to  Covered  San  Francisco  participants  subject  to  the  following: 

(1 ) That  the  costs  of  Covered  San  Francisco  shall  be  met  by  Health  Care  Expenditures 
made  by  Covered  Employers  to  the  City  pursuant  to  Section  14.3,  in  addition  to  any  funds  that  may  be 

made  available  by  the  Board,  allocated  at  the  discretion  of  the  Department  of  Public  Health,  or 

received  as  srants. 
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(2)  That  the  design  of  the  Covered  San  Francisco  public  benefit  shall  incentivize 
enrollment  in  Covered  California  health  plans  so  as  to  maximize  affordability  for  participants,  taking 

into  account  both  the  individual  share  of  premiums  and  other  individual  cost  sharins  under  the  terms  of 

these  plans. 

(i)  The  Department  of  Public  Health  shall  coordinate  with  Covered  California  and  other  state 

or  federal  asencies  as  appropriate  to  create  mechanisms  for  the  efficient  coordination  of  Covered  San 

Francisco  benefits  and  to  minimize  the  administrative  burden  placed  on  Covered  San  Francisco 

participants  and  on  the  City. 

ihg)  The  Department  of  Public  Health  shall  also  be  authorized  to  use  payments  made 
to  the  City  by  Covered  eEm plovers  to  satisfy  their  Health  Care  ^expenditure  requirements  as  set 
forth  in  Section  14.3  to  establish  and  maintain  Health  Care  Access  reimbursement  Aaccoux\\.s 
from  which  elmble  C^overed  ^^mployees  may  obtain  reimbursement  of  A^ealth  eCare 
^Expenditures  in  the  amount  and  under  the  terms  set  by  the  Department  of  Public  Health.  Such 
Health  Care  Access  Accounts  shall  be  made  available  to  Covered  Employees  who  are  not  eli2ible  for 

Healthy  San  Francisco  or  Covered  San  Francisco,  includins  Medi-Cal  enrollees  and  others  as 

determined  by  the  Department  of  Public  Health. 

fl)  The  Department  of  Public  Health  shall  promul2ate  information  about  the  Health  Care 
Access  Assistance  Program  and  each  of  its  components  to  maximize  awareness  of  these  public  health 

benefits  and  to  maximize  enrollment  in  Covered  California  or  other  forms  of  health  insurance. 

(m)  The  Department  of  Public  Health  may  coordinate  with  a third  party  vendor  to  administer 

program  operations,  including  enrollment,  trackins  service  utilization,  billins,  and  communication  with 

the  participants. 

(n)  The  Department  of  Public  Health  shall  establish  a procedure  by  which  participants  in  the 

Health  Care  Access  Assistance  Program  may  appeal  their  placement  in  the  Healthy  San  Francisco. 

Covered  San  Francisco,  or  Health  Care  Access  Account  programs. 
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1 {oh)  The  City  Controller  shall  ensure  that  any  f^uireci-  hHeaWh  eCare  eA’xpenditures 

2 made  by  a«  Covered  e£mployer  to  the  City  pursuant  to  Section  14.3  are  kept  separate  and  apart 

3 from  general  funds  and  shall  limit  use  of  the  expenditures  to  support  the  Health  Care  Access 

4 Assistance  Program,  or  to  the  establishment  and  mamtenanco  of  rcimburscment-aeeoimts-frmn  which 

5 covered  employees  may  obtain  reimbursement  of  health  care  expenditures.  If  any  covered  employee 

6 fails  to  enroll  in  the-Health  Access  Progt^am  er  establish  a reimbursement- account  M‘ifh  the-/Jepartment 

7 of  Public  Health  within  a reasonable  time,  as  detertnined-hy-the  Department  of  Public  Health,  the  City 

8 mo}'  use  the  funds  paid  to  the  City  and  County  of  San  Francisco  on  behalf  of  that  employee  for  the 

9 benefit  of  the  health-care  programs  created  by  this  Ordinance,  but  the  City  may  not  transfer- -these  funds 

10  to-thc  City's  general  fund. 

1 1 SEC.  14.3.  REQUIRED  HEALTH  CARE  EXPENDITURES. 

12  (a)  Required  Expenditures.  Covered  ^employers  shall  make  ^#^equired  ^^ealth  eCare 

1 3 expenditures  to  or  on  behalf  of  their  Ceovered  Employees  each  quarter.  The  Required 

14  ^^ealth  eCare  expenditure  for  a Ceovered  Xmployer  shall  be  calculated  by  multiplying  the 

1 5 total  number  of  hours  paid  for  each  of  its  Xovered  Employees  during  the  quarter  (including 

1 6 only  hours  starting  on  the  first  day  of  the  calendar  month  following  ninety  (90)  calendar  days 

1 7 after  a Ceovered  Eemployee's  date  of  hire)  by  the  applicable  ^^ealth  eCare  expenditure 

1 8 eXte.  In  determining  whether  a Ceovered  Xmployer  has  made  its  Required  ^^ealth  eCare 

19  expenditures,  payments  to  or  on  behalf  of  a Ceovered  Xmployee  shall  not  be  considered  if 

20  they  exceed  the  following  amount:  the  number  of  hours  paid  for  the  Ceovered  Employee 

21  during  the  quarter  multiplied  by  the  applicable  hHeaWh  eCare  expenditure  eXte.  The  City's 

22  Office  of  Labor  Standards  Enforcement  (OLSE)  shall  enforce  the  A^ealth  Care  e£xpenditure 

23  requirements  under  this  Section  14.3. 

24 

25 
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(b)  Employer  Notice  to  Employees. 


(1)  By  December  1 of  each  year,  OLSE  shall  publish  and  make  available  to 
Covered  Employers,  in  all  languages  spoken  by  more  than  five  percent  of  the  San  Francisco 
work  force,  a notice  suitable  for  posting  by  Covered  Employers  in  the  workplace  informing 
Covered  Employees  of  their  rights  and  the  Covered  Employer’s  obligations  under  the 
Ordinance. 

(2)  Every  Covered  Employer  shall  post  in  a conspicuous  place  at  any  workplace 
or  job  site  where  any  Covered  Employee  works  the  notice  published  each  year  by  OLSE. 
Every  Covered  Employer  shall  post  such  notices  in  English,  Spanish,  Chinese  and  any  other 
language  spoken  by  at  least  five  percent  of  the  Employees  at  the  workplace  or  job  site. 

(c)  Additional  Employer  Responsibilities.  A C^overed  ^employer  shall:  {iV) 
maintain  accurate  records  of  ^^ealth  eCare  expenditures,  Required  ^^ealth  eCare 
expenditures,  and  proof  of  such  expenditures  made  each  quarter  each  year,  and  allow  OLSE 
reasonable  access  to  such  records,  provided,  however,  that  Ceovered  Employers  shall  not  be 
required  to  maintain  such  records  in  any  particular  form;  and  {i2)  provide  information  to  fhe 
OLSE,  or  rhe  OLSE's  designee,  on  an  annual  basis  containing  such  other  information  as 
OLSE  shall  require,  including  information  on  the  ^Employer's  compliance  with  this  Chapter, 
but  OLSE  may  not  require  an  ^Employer  to  provide  information  in  violation  of  State  or  federal 
privacy  laws.  If  a cCovcrcd  cEmployer  usos-a-heakh  reimbursement  account  to  satisfy  its  obligation  to 
make  health  care  expenditures  for  any  of  its  cCovcrcd  cEmployvas-the-eEmploycy  shall  also  rcp&}=Me 

OLSE  the  terms  of  such  aecounts-,-incliidmg  wheit  costs  arc  eligible  for  reimbursement. 

Where  an  ^Employer  does  not  maintain  or  retain  adequate  records  documenting  the 
^^ealth  Care  ^Expenditures  made,  or  does  not  allow  OLSE  reasonable  access  to  such 
records,  it  shall  be  presumed  that  the  ^Employer  did  not  make  the  Required  i^?^ealth  Care 
expenditures  for  the  quarter  for  which  records  are  lacking,  absent  clear  and  convincing 
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evidence  otherwise.  The  Office  of  Treasurer  and  Tax  Collector  shall  have  the  authority  to 
provide  any  and  all  nonfmancial  information  to  OLSE  necessary  to  fulfill  OLSE's 
responsibilities  as  the  enforcing  agency  under  this  ChapterOrdinatwe . With  regard  to  all  such 
information  provided  by  the  Office  of  Treasurer  and  Tax  Collector,  OLSE  shall  be  subject  to 
the  confidentiality  provisions  of  Subsection  (a)  of  Section  6.22-1  of  the  San  Francisco 
Business  and  Tax  Regulations  Code. 

(d)  If  a Covered  Employer  imposes  a surcharge  on  its  customers  to  cover  in  whole  or 
in  part  the  costs  of  the  ^^ealth  ^Care  expenditure  requirement  under  this  Chapter,  the 
Covered  Employer  shall  provide  to  OLSE  on  an  annual  basis  the  amount  collected  during  the 
12-month  reporting  period  from  the  surcharge  for  employee  health  care  and  the  amount  spent 
on  employee  health  care.  If  the  amount  collected  from  the  surcharge  is  greater  than  the 
amount  spent  on  employee  health  care,  the  Covered  Employer  must  irrevocably  pay  or 
designate  an  amount  equal  to  that  difference  for  hffeaWh  eCare  expenditures  for  its  Covered 
Employees  under  this  Chapter.  OLSE  may  refer  any  potential  cases  of  consumer  fraud  to 
appropriate  authorities. 

SEC.  14.4.  ADMINISTRATION  AND  ENFORCEMENT. 

(a)  The  City  shall  develop  and  promulgate  rules  and resulations  to  govern  the  operation 
of  this  Chapter.  The  regulations  shall  include  specific  rnks-by-tJ\\e  Department  of  Public  Health 
shall  develop  and  promulsate  rules  and  resulations  to  sovern  ew-the  operation  of  both  the  Health 
Care  Access  Assistance  Program  and  the  reimbursement  accounts  identified  in  Section  ^A.2■fg^, 
including  but  not  limited  to  eligibility  for  enrollment  in  Healthy  San  Francisco  and  Covered  San 
Francisco, the  Health  Access-Program  and  the  establishment  of  Health  Care  Accessreimbursement 
,4^CCOunts^  and  rules  by  the  OLSE  shall  develop  and  pr  omul  sate  rules  and  regulations  for 
enforcement  of  the  obligations  of  ^/j€-e£mployers  under  this  Chapter.  The  rules  and restulations 
shall  also  establish  procedures  for  Ceovered  Xmployers  to  maintain  accurate  records  of 
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^^ealth  eCare  ^Expenditures  and  E^^equired  ^^ealth  eCare  expenditures  and  provide  a report 
to  ike  OLSE  Gity  without  requiring  any  disclosures  of  information  that  would  violate  State  or 
Federal  privacy  laws.  The  rules  and resulations  shall  further  establish  procedures  for  providing 
eEmployers  notice  that  they  may  have  violated  this  Chapter,  a right  to  respond  to  the  notice,  a 
procedure  for  notification  of  the  final  determination  of  a violation,  and  an  appeal  procedure 
before  a hearing  officer  appointed  by  the  City  Controller.  The  sole  means  of  review  of  the 
hearing  officer's  decision  shall  be  by  filing  in  the  San  Francisco  Superior  Court  a petition  for  a 
writ  of  mandate  under  Section  1094.5  of  the  California  Code  of  Civil  Procedure.  No  rules  shall 
be  adopted  finally  until  after  a public  hearing. 

(b)  During  implementation  of  this  Chapter -and-on -an  ongoing  basis  thereafter,  rJhe  City  shall 
maintain  an  education  and  advice  program  to  assist  ^Employers  with  meeting  the 
requirements  of  this  Chapter. 

(c)  Any  ^Employer  that  reduces  the  number  of  employees  below  the  number  that 
would  have  resulted  in  the  ^Employer  being  considered  a "C^overed  Employer,"  or  below  the 
number  that  would  have  resulted  in  the  ^Employer  being  considered  a wMedium-sized  or 
ILax^e  Easiness,  shall  demonstrate  that  such  reduction  was  not  done  for  the  purpose  of 
evading  the  obligations  of  this  Chapter  or  shall  be  in  violation  of  thwe  Chapter. 

(d)  it  shall  be  unlawful  for  any  ^Employer  or  Ceovered  Employer  to  deprive  or  threaten 
to  deprive  any  person  of  employment,  take  or  threaten  to  take  any  reprisal  or  retaliatory  action 
against  any  person,  or  directly  or  indirectly  intimidate,  threaten,  coerce,  command  or  influence 
or  attempt  to  intimidate,  threaten,  coerce,  command  or  influence  any  person  because  such 
person  has  cooperated  or  otherwise  participated  in  an  action  to  enforce,  inquire  about,  or 
inform  others  about  the  requirements  of  this  Chapter.  Taking  adverse  action  against  a person 
within  ninety  (90)  days  of  the  person's  exercise  of  rights  protected  under  this  Chapter  shall 
raise  a rebuttable  presumption  of  having  done  so  in  retaliation  for  the  exercise  of  such  rights. 
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(e)  (1 ) The  City  shall  enforce  the  obligations  of  C^overed  ££?mployers  under  this 

Chapter,  including  requiring  restitution  to  employees  where  appropriate,  and  shall  impose 
administrative  penalties  upon  Ceovered  ^employers  who  fail  to  make  ^f^equired  /?//ealth  ^Care 
expenditures  on  behalf  of  their  employees  within  five  business  days  of  the  quarterly  due 
date.  Failure  to  make  a required  hcaMi-earc  expenditure  shall  include  making-a  purportod-expemliinhu 

that  is  determined  by  OLSE  not  to  be  reasonably  calculated  to  benefit  the  employee.  The  amount  of 
the  penalty  shall  be  up  to  one-and-one-half  times  the  total  expenditures  that  a Ceovered 
Employer  failed  to  make,  but  in  any  event  the  total  penalty  for  this  violation  shall  not  exceed 
$100  for  each  employee  for  each  quarter  that  the  required  expenditures  were  not  made  within 
five  business  days  of  the  quarterly  due  date.  The  $100 penalty  limit-shaU-imrease  each  year  by  an 
amount  corresponding  to  the  prior  year's  increase,  if  any,  in  the  Gonsumer  Price-  Index  for  urban  wage 

earners  and-elerical  workers  for  the  San  Francisco  OaklandSan  Jose,  CA  metropolitan  statistical 

(2)  For  other  violations  of  this  Chapter  by  ^^mployers  and  Ceovered 
Employers,  the  maximum  administrative  penalties  shall  be  as  follows:  For  refusing  to  allow 
access  to  records,  pursuant  to  Section  14.3(c),  $25.00  as  to  each  worker  whose  records  are 
in  issue  for  each  day  that  the  violation  occurs;  for  the  failure  to  maintain  or  retain  accurate  and 
adequate  records  pursuant  to  Section  14.3(c)  and  for  the  failure  to  make  the  annual  reports  of 
information  required  by  OLSE  pursuant  to  Sections  14.3(c)  and  14.3(d),  $500.00  for  each 
quarter  that  the  violation  occurs;  for  violation  of  Section  14.4(d)  (retaliation),  $100.00  as  to 
each  person  who  is  the  target  of  the  prohibited  action  for  each  day  that  the  violation  occurs; 
and  for  any  other  violation  not  specified  in  this  subsection  (e)(2),  $25.00  per  day  for  each  day 
that  the  violation  occurs. 
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(3)  The  City  Attorney  may  bring  a civil  action  to  recover  civil  penalties  for  the 


violations  set  forth  in  subsections  (e)(1)  and  (e)(2)  in  the  same  amounts  set  forth  in  those 
subsections,  and  to  recover  the  City's  enforcement  costs,  including  attorneys'  fees. 

(4)  Penalties  Amounts  recovered  under  this  Section  14.4  shall  be  deposited  in  the 
City's  General  Fund. 

— 0) — The  City  Conti'oller  shall  coordinate  with  the  Department  of  Public  Health  and  OLSE  to 

prcpare-periodi€  reports  on  the  implcmentation-of  this  Chapter  including-participant  rates,  any  effect 

on  services  provided  by  the  Department  of  Public  Health,  the  cost  of providing  sci^iees  to- the  Health 

Care  Access  Assistanee-Progf'am  participants  and  the  economic  impact  of  the  Ghaptcr's  provisions. 

Reports  shall  be-provided  to  the  Board  of  Supervisors  on  a quarterly  basis  for  quarters  beginning  July 

1,  2007  through  June  30,  2008,  then  ev€-ry-s4x-}n0nths -through  June  30,  2010.  Reports  shall  include 

specific  information  on  any  significant  event  affecting  the  implcmentation-of  this  Chapter  and  also 

include  recommendations  for  improvement  where- needed,  in  which  case  the  Board  of  Supervisors  or  a 

committee  thereof  shall  hold  a hearing-within-thrrty-(30}-days  of-receiving  the- report  to  consider 

responsive  action.- 


to  provide  the  department -of  Public  Health  and  the  Health  Access  Program  with  expert  consultation 

and  direction,  with  input  on  members  from  the  Mayor  and  the  Board  of  Supervisors.  The  Health  Access 

■Working  Group  shall  be  advisory  in  natare-and  may  provide  the-HealihrAcccss  Program  with  input  on 

mattersdncluding:  setting  membership-rates;  desi-gning-the  range  of  benefits  and  health  care  services 

for  participants;  and  rcsearchmg-^itilization,  actuaries,  and  costs. 
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— fh) — The  Department  of  Public  Health  and  (he  OLSE  shall  refn>r{  fo  ihe  s* 

by  July  1,  2007,  on  the  development  of  rules  for  the  Heahh  hn-Hhe 

and  administi-ation  of  the  employer  obligatiom-undcr  this  Chaptoy.  Tlw  Boanl  of 

committee  thereof  shall  hold  a hearing  on  the  proposed  rulesfo  ensure  that  ptirticlfhints  hn-dte  llealih 

Access  Program  shall  have  access  to  high  quality’  and  culturally  competent  ^rei^viecisT 

SEC.  14.5.  SEVERABILITY. 

If  any  section,  subsection,  clause,  phrase,  or  worduortion  of  this  Chapter  is  for  any 
reason  held  to  be  invalid  or  unconstitutional  by  a decision  of  any  court  or  Federal  or  State  agency 
of  competent  jurisdiction,  such  portion  shall  be  deemed  a separate,  distinct  and  independent 
provision -and  such  holding  decision  shall  not  affect  the  validity  of  the  remaining  portions  of  this 
Chapterthcreof  The  Board  of  Supervisors  hereby  declares  that  it  would  have  passed  this  Chapter  and 
each  and  every  section,  subsection,  sentence,  clause,  phrase,  and  word  not  declared  invalid  or 

unconstitutional  without  re2ard  to  whether  any  other  portion  of  this  Chapter  would  be  subsequently 

declared  invalid  or  unconstitutional.  To-thisend;dic  provisions  of  this  ordinance  shall  be  deemed 
severable. 

SEC.  14.6.  NO  CONFLICT  WITH  FEDERAL  OR  STA  TE  LA  WPREEMPTIO^  . 

Nothing  in  this  Chapter  shall  be  interpreted  or  applied  so  as  to  create  any  power,  duty 
or  obligation  in  conflict  with,  or  preempted  by,  any  Federal  or  State  law. 

SEC.  14.7.  GENERAL  WELFARE. 

By  this  Chapter,  the  City  is  assuming  an  undertaking  only  to  promote  the  general 
welfare  and  otherwise  satisfy  its  obligations  to  provide  health  care  under  applicable  law.  This 
Chapter  should  in  no  way  be  construed  as  an  expansion  of  the  City's  existing  obligations  to 
provide  health  care  under  State  and  Federal  law,  and  the  City  shall  set  all  necessary  criteria 
for  enrollment  consistent  with  its  legal  obligations.  The  City  is  not  assuming,  nor  is  it  imposing 
on  its  officers  and  employees,  an  obligation  for  breach  of  which  it  is  liable  in  money  damages 
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to  any  pPerson  who  claims  that  such  breach  proximately  caused  injury.  To  the  fullest  extent 
permitted  by  law,  the  City  shall  assume  no  liability  whatsoever.  To  the  fullest  extent  permitted 
by  law,  any  actions  taken  by  a public  officer  or  employee  under  the  provisions  of  this  Chapter 
shall  not  become  a personal  liability  of  any  public  officer  or  employee  of  the  City. 

SEC.  14.8.  OPERATIVE  DATE. 

The  changes  in  rhis  Chapter  resultin2  from  enactment  of  Ordinance  No.  shall 

become  operative  on  October  1,  2014  or  the  effective  date  of  said  ordinance,  whichever  is  later,  m 
three-phases.  The  day  this  Chapter  becomes  effective,  ■implementation  of  the  Chapter  shall  commence. 

The  Health  Access  Program  shall  be-eeme  operative  on  July-1,  2007.  Any  requirements  on  employers 

for  which -an-average  of fifty  (50)  or  more  persons  per  week  perform  work  for  compensation  dwing  a 

quarter  shall  become  operative  on  Januaiy  1-,  2W8rAny-requirements  on  employers  for  which  an 

average  of  from  twenty  (20)  to  forty  nine  (49)  persons  per  week-perform-M’or-k-for  compensation  during 

a quarter  shall  become  operative  on  Apr4l-l-r2008.  This  Chapter  is  intended  to  have  prospective  effect 


Section  2.  Effective  Date  and  Operative  Date.  This  Chapter  shall  become  effective  30 
days  after  enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor 
returns  the  ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it, 
or  the  Board  of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance.  As  indicated  in 
Section  14.8  of  the  Administrative  Code,  this  ordinance  shall  become  operative  on  October  1 , 
2014  or  its  effective  date,  whichever  is  later. 

Section  3.  Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
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Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions,  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 


APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 


Sherri  Sokeland  Kaiser 
Deputy  City  Attorney 
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City  and  County  of  San  Francisco 
Edwin  M.  Lee 
Mayor 


San  Francisco  Department  of  Public  Health 

Barbara  A.  Garcia,  MPA 
Director  of  Health 


MEMORANDUM 


DATE:  April  28,  2014 

TO:  Regina  Dick-Endrizzi,  Executive  Director,  Office  of  Small  Business 

FROM:  Colleen  Chawla,  Deputy  Director  of  Health  and  Director  of  Policy  & Planning, 

San  Francisco  Department  of  Public  Health 

RE:  Questions  for  the  Small  Business  Commission:  File  No:  140317  -Irrevocable  Employer  Health 

Care  Expenditure  Requirement  and  Establishment  of  Health  Care  Access  Assistance  Program 


The  San  Francisco  Department  of  Public  Health  (SFDPH)  appreciates  the  detailed  list  of  questions 
presented  by  the  Office  of  Small  Business  regarding  Supervisor  Campos'  recently  proposed  changes  to 
the  Health  Care  Security  Ordinance  (HCSO).  The  proposed  legislation  seeks  to  address  the  issue  of  the 
affordability  of  health  insurance,  which  was  a key  issue  identified  by  the  Universal  Healthcare  Council 
(UHC). 

Many  of  the  questions  you  have  posed  are  specific  and  relate  to  of  the  Covered  San  Francisco  program's 
eligibility,  design,  and  implementation.  Unfortunately,  SFDPH  is  not  yet  in  a position  to  answer  those 
questions.  Designing  a financially  sustainable  program  that  addresses  the  affordability  of  health 
insurance  is  complex  and  requires  careful  study.  There  are  several  variables  involved  in  determining 
affordability  of  insurance,  as  the  cost  of  insurance  varies  by  age,  family  size,  type  of  plan,  and  insurer, 
and  is  subject  to  change  annually.  Further,  the  relative  cost  of  living  in  San  Francisco  must  also  be 
analyzed  as  it  impacts  the  affordability  of  health  insurance  for  San  Franciscans.  Additional  modeling  and 
analysis  will  be  required  to  create  a program  design  that  accomplishes  the  goals  of  the  ordinance  in  a 
way  that  is  financially  sustainable  for  the  City  and  taxpayers. 

SFDPH  is  continuing  to  review  the  proposed  legislation  and  is  scheduled  to  present  its  analysis  to  the 
Health  Commission  on  May  20,  2014. 

SFDPH  Already  Moving  Toward  Implementation  of  UHC  Suggestions 

I did  want  to  provide  you  with  an  update  on  SFDPH's  activities  resulting  from  the  UHC's  final  report, 
which  was  issued  in  January  2014.  As  you  know,  the  UHC  met  from  September  to  December  2013  and 
engaged  stakeholders  in  a data-driven  process  to  examine  San  Francisco's  implementation  of  the 
Affordable  Care  Act  (ACA)  and  its  integration  with  the  Health  Care  Security  Ordinance.  Following  are  the 
guiding  principles  agreed  upon  by  UHC  members  and  the  key  findings  contained  in  its  report. 


Office  of  Policy  and  Planning 


101  Grove  Street 


San  Francisco,  CA  94102 


Guiding  Principles 

The  UHC  unanimously  adopted  the  following 
guiding  principles: 

• Support  the  ACA 

• Maximize  enrollment  into  health  insurance 

• Leverage  state  and  federal  funding 

• Maintain  Healthy  San  Francisco 

• Maximize  affordability 

• Shared  responsibility 


Key  Findings 

The  UHCs  work  resulted  in  two  key  findings: 

• The  HCSO  remains  intact  alongside  the  ACA 

• Affordability  issues  remain  for  some  populations 


Consistent  with  the  UHC  final  report,  SFDPH  has  undertaken  several  efforts  to  implement  UHC  guidance. 
Healthy  San  Francisco  Eligibility  Extended 

The  UHC  suggestions  included  maintaining  Healthy  San  Francisco  eligibility  for  participants  until  their 
enrollment  in  Covered  California  is  confirmed.  In  February  2014,  based  on  community  feedback 
regarding  the  difficulty  of  transitions  to  Covered  California,  SFDPH  extended  the  deadline  for  individuals 
to  move  from  Healthy  San  Francisco  to  Covered  California.  Covered  California-eligible  participants  are 
able  to  remain  on  Healthy  San  Francisco  until  December  31,  2014.  With  this  extension  SFDPH  is 
providing  financial  counseling  to  affected  individuals,  including  the  impact  of  the  federal  penalty. 

Outreach  to  Medical  Reimbursement  Accountholders 

During  the  Covered  California  open  enrollment  period,  correspondence  was  sent  to  current  medical 
reimbursement  accountholders  to  let  them  know  of  their  responsibilities  under  the  ACA,  the  ability  of 
their  medical  reimbursement  account  funds  to  be  used  to  purchase  health  insurance  to  meet  that 
responsibility,  and  their  current  account  balance. 

Analyzing  Affordability  Issues  and  Potential  Solutions 

SFDPH  has  been  analyzing  the  affordability  barriers  for  the  populations  identified  in  the  UHC,  which 
include  employees  of  small  business,  part-time  employees,  and  individuals  with  incomes  between  250- 
400%  of  the  federal  poverty  level.  SFDPH  has  been  working  to  quantify  the  potential  population  with 
affordability  issues,  estimate  the  level  of  need,  assess  cost,  and  consider  the  long-term  implications  of 
subsidizing  health  insurance.  Additional  analysis  is  needed  to  fully  evaluate  potential  solutions  and 
identify,  develop,  and  implement  a sustainable  option. 


Thank  you  again  for  your  questions  regarding  this  proposed  legislation.  I will  be  sure  to  keep  you 
involved  as  SFDPH's  evaluation  of  these  critical  issues  progresses  and  we  are  better  able  to  address  your 
questions.  I would  invite  you  to  attend  the  May  20  Health  Commission  meeting,  and  to  contact  me  at 
any  time  with  additional  questions. 
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San  Francisco's  Minimum  Wage  History 
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Future  and  Potential  Changes:  Federal,  State,  Regional 
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In  the  Next  Three  Years,  the  Gap  Between  the  City  and  State 
Minimum  Wages  Will  Shrink,  and  May  Reverse 
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Source:  Bureau  of  Labor  Statistics,  Occupational  Employment  Statistics 


San  Francisco's  Minimum  Wage  Workers: 
How  Many  Make  Minimum  Wage? 
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In-Home  Supported  Services 
Child  care  providers 
Garage  operators 
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Despite  Built-In  Inflation  Adjustments,  Median  Rents  in  the  City 
Have  Increased  at  Twice  the  Rate  of  the  Minimum  Wage  since  2005 
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Source;  Office  of  Labor  Standards  and  Enforcement;  U.S.  Census  Bureau,  American  Communities  Survey 


Mobility  Prospects  for  Minimum  Wage  Workers  in  San  Francisco 
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Impact  of  Raising  the  Minimum  Wage: 

Assessing  San  Francisco's  Post-2003  Experience 
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workplaces  increased  by  about  3.5  months. 

The  study  did  not  to  find  any  detectable  negative  effect  on  health  insurance 
coverage  as  a result  of  the  higher  minimum  wage. 


Average  Weekly  Wages  in  San  Francisco  Restaurants  Also  Grew 
Rapidly  Before  the  2003  Ordinance 
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Source:  Office  of  Labor  Standards  and  Enforcement;  Bureau  of  :abor  Statistics 


In  Today's  Dollars,  Assuming  a 35-Hour  Week,  Average  Weekly 
Restaurant  Wages  Have  Remained  in  a $11.50  - $13.50  Band 
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The  National  Debate  on  Minimum  Wage  Impacts 
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EDD  Projects  Moderate-to-Robust  Growth  for  Most  San  Francisco 
Industries  That  Would  Be  Affected  by  a Higher  Minimum  Wage 
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Some  Policy  Options  for  Consideration 
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Effects  of  locaf  policies  bn  workers  and 

families 
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add  bullet  that  its  mainly  adults,  and  disproportinately  benefits  women  and -people  of  color 


Real  wages  fell  for  the  lowest-paid  workers  in  the 
rest  of  the  Bay  Area,  but  grew  in  SF 


10**’  percentile  hourly  real  wages,  2003-2012  in  2012  dollars 
Surrounding  counties  include  San  Mateo,  Santa  Clara,  and  Alameda  counties 


Comparisons  show  that  labor  standards  policies 
did  not  affect  overall  employment 


Indicates  recession 

Surrounding  counties  include  San  Mateo,  Santa  Clara,  and  Alameda  counties 


San  Francisco  Bay  Area  restaurant  employment  by  county 


Surrounding  counties  include  San  Mateo,  Santa  Clara,  and  Alameda  counties 


How  was  the  cost  absorbed? 
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Lower  employer  profits? 


o 

o 

CL 

0 C/5 

■ ^ 0 
-I— » 

fc  § 
0 


0 

o 

0 


c 
0 
0 

0 5 

D)‘ 


CO 


O 
CD 

E 
o 

C CD 

E S 

O.i  Ij  o 


05 

0 

CO  CO 

0 M- 

CD0 

IE 
> o 
0 o 

CO  4. 


o 

St=  0 
CD  C 

0 -Q 

■O-D 
£=  C 
0 0 

C 0 
!-  0 
0)^ 

"i 

0 > 

> 0 
CO  D) 
-£=  0 

s? 

0 


O 

C 

0 

> 

0 

JZ 

(/) 

(D^ 
0 0 

ee 

o >. 
•E  o 

0 ^ 
o)E 
0 0 

> c 

E® 

^ o 

P 

.E  0 

E 0) 

0 -Q 
■S  ro 

E £= 

CD  0 

■R  ^ 

O 0 


o = 

-i 
.2 1 

0 "O 

> c 

0 

S O 

2e 

i5“a‘ 
0 0 
o o 

O 13 

0 ^ 
-C 

0)0) 

■;=  c 


o 

0 

-Q 

0 

0 

£ 


■O  ll  b.b 


0 

0 

0 

0 

0 

o 

c 


0 


0 

0 

0 

0 

O 

0 

c 

0 

0 

0 

O) 

c 

c 


o 

0 

0 

0 

0 

o: 

c 

0 

X 

LLI 


to  the  range  of  implemented  minimum  wages 
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DEPARTMENT  OF  ELECTIONS 
City  and  County  of  San  Francisco 


John  Arntz 

Director 


April  14,  2014 


Dennis  Herrera 
CITY  ATTORNEY 

1 Dr.  Carlton  B.  Goodlett  Place,  Rm.  234 
San  Francisco,  CA  94102 

Dear  Mr.  Herrera: 

Enclosed  for  re-submittal  are  the  following  documents  for  a proposed  ordinance,  which  has  been 
given  the  unofficial  title  of  “Minimum  Wage  Act  of  2014”: 

1 . Request  for  City  Attorney  Title  and  Summary 

2.  Text 

3 . Notice  of  Intent  to  Circulate  Petition 

Please  prepare  a title  and  summary  by  April  29, 2014.  Our  internal  reference  number  for  this 
initiative  is  14-02A.  Thank  you. 

Sincerely, 


Rachel  Gosiengfiao 
Campaign  Services  Manager 


enclosures 


1 Dr.  Carlton  B.  Goodlett  Place,  Room  48 
San  Francisco  CA  94102-4634 


Voice  (415)  554-4375 
Fax  (415)  554-7344 


Puff  1 cfl 


Absentee  Fax  (415)  554-4372  ■ 
TTY  ('4151  554-4386 


Law  Offices  of 

Olson 

HAGELSc 

FISHBURN 

LLP 


Lance  H.  Olson 
Deborah  B.  Caplan 
Richard  C.  Miadich 
Richard  R.  Rios 

Bruce  J.  Hagel 
of  counsel 

Diane  M.  Fishburn 
of  counsel 

Christopher  W.  Waddell 
Lacey  E.  Keys 
Matthew  R.  Cody 
Emily  A.  Andrews 
M.  Malia  Vella 
Benjamin  C.  Lee 


iH 

April -^,2014 


SAN  FSANCISCu 
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mla^theht  @f  elections 


John  Amtz,  Director 

San  Francisco  Department  of  Elections 

City  Hall,  Rm.#48 

1 Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102 

Dear  Mr.  Arntz; 

On  Monday,  April  7, 2014,  the  proponents  of  the  “Miniinum  Wage  Act  of  2014” 
filed  with  yonr  office  a request  for  a title  and  summary  for  a proposed  ordinance 
to  be  submitted  to  the  voters  of  the  City  and  County  of  San  Francisco.  The 
proponents  request  that  the  previously  filed  version  be  replaced  with  the  second 
version  enclosed  herein.  The  proponents  further  request  that  your  office  forward 
this  second  version  to  the  City  Attorney  so  that  a ballot  title  and  summary  may  be 
prepared. 

Please  send  the  title  and  summary  to; 

Elizabeth  Anne  Alexander 
144  Highland  Avenue 
San  Francisco,  CA  94110 


If  you  have  any  questions,  please  call  me  at  (916)  442-2952.  My  fax  number  is 
(916)  442-1280. 

Sincerely, 

OLSON,  HAGEL  & FISHBURN,  LLP 

Richard  C.  Miadich  ^ 

RCM:kj 


555  Capitol  Mall,  Suite  1425  Sacramento.  CA  95814-4602 
Telephone;  (916)  442-2952  Facsimile:  (916)  442-1280  www.olsonhagel.com 


SAN  FR  ANCISC' 

TEXT  OF  PROPOSED  MEASURE  FILED 

20M  APR  14  PH  3:  26 

Be  it  ordained  by  the  People  of  the  City  and  County  of  ELECTfONv- 

SECTION  1.  Title 

This  measure  shall  be  known  and  may  be  cited  as  the  “Minimum  Wage  Act  of 

2014.” 

SECTION  2.  Minimum  Wage  Ordinance 

The  Administrative  Code  is  hereby  amended  by  revising  Sections  12R.3,  12R.4,  12R.9, 
and  12R.13  and  by  adding  new  Section  12R.27  as  follows: 

SEC.  12R.3.  DEFINITIONS. 

As  used  in  this  Chapter,  the  following  capitalized  terms  shall  have  the  following 
meanings: 

"Agency"  shall  mean  the  Living  Wage/Living  Health  Division  of  the  Office  of 
Contract  Administration  or  such  other  City  department  or  agency  as  the  City  shall  by 
resolution  designate. 

"City"  shall  mean  the  City  and  County  of  San  Francisco. 

"Employee"  shall  mean  any  person  who: 

(a)  In  a particular  week  performs  at  least  two  (2)  hours  of  work  for  an 
Employer  within  the  geographic  boundaries  of  the  City;  and 

(b)  Qualifies  as  an  employee  entitled  to  payment  of  a minimum  wage  from 
any  employer  under  the  California  minimum  wage  law,  as  provided  under  Section  1197 
of  the  California  Labor  Code  and  wage  orders  published  by  the  California  Industrial 
Welfare  Commission,  or  is  a participant  in  a Welfare-to-Work  Program. 

"Employer”  shall  mean  any  person,  as  defined  in  Section  18  of  the  California 
Labor  Code,  including  corporate  officers  or  executives,  who  directly  or  indirectly  or 


through  an  agents  any  other  person,  including  through  the  services  of  a temporary 
services  or  staffing  agency  or  similar  entity,  employs  or  exercises  control  over  the 
wages,  hours  or  working  conditions  of  any  Employee.  “Employer”  shall  include  the  City. 
its  subdivisions,  and  the  San  Francisco  In-Home  Supportive  Sen/ices  Public  Authority. 

“Large  Business”  shall  mean  an  Employer  for  which  one  hundred  (100)  or  more 

persons  perform  work  for  compensation  during  a given  week.  In  determining  the 

number  of  persons  performing  work  for  an  Employer  during  a given  v/eek,  all  persons 

performing  work  for  compensation  on  a full-time  basis,  part-time,  or  temporary  basis 

shall  be  counted,  including  persons  made  available  to  work  through  the  services  of  a 

temporary  services  or  staffing  agency  or  similar  entity. 

"Minimum  Wage"  shall  have  the  meaning  set  forth  in  Section  12R.4  of  this 

Chapter. 

"Small  Business"  shall  mean  an  Employer  for  which  fewer  than  ten  (10) 

persons  perform  work  for  compensation  during  a given  week.  In  determining  the 

number-of  persens  performing  work  for  an  Employer  during  a given-week-,  all  persons 

performing  work-for-comfiensation  on  a full-time,  part-time,  or  temperary-bas-is-ehafl-be 

counted,  including-persons  made- avaitable^oAA/ork-through-tfie  services  of  a temporary 

services  or  staffing  agency  or  similar  entity. 

"Nonprofit  Corporation"  shall  mean  a nonprofit-corporation,  duly  organized, 
validly  existing  and  in- good-standing-undee-tbe-taws  of  the  jurisdietten- of  Its 
incorporation  and  (if  a foreign  corporation)  in  good  standing  under  the  laws  of  the  State 

of  California,  which  corporation -has-ostablished  and  maintains  valid  nonprofit  status 

under  Section- 501  (c)(3)  of-the  United  States- toternai-Revenue-Gede-of-l 986-, -as 

amended,  and  all  rules  and-r-egulations  promulgated  under  such  Sectiofh 

"Welfare-to-Work  Program"  shall  mean  the  City's  CalWORKS  Program,  County 
Adult  Assistance  Program  (CAAP)  which  includes  the  Personal  Assisted  Employment 


Services  (PAES)  Program,  and  General  Assistance  Program,  and  any  successor 
programs  that  are  substantially  similar  to  them. 

SEC.  12R.4.  MINIMUM  WAGE. 

(a)  Employers  shall  pay  Employees  no  less  than  the  Minimum  Wage  for  each 
hour  worked  within  the  geographic  boundaries  of  the  City. 

(b)  Except  as  provided  in  Subsection  12R.4(c).  Ebeqinninq  on  January  1.  2015 
the  effective  date  of  this  Chapter,  the  Minimum  Wage  shall  be  an  hourly  rate  of 
$St§Q$13.00,  and  beoinnina  on  January  1,  2016,  the  Minimum  Wage  shall  be  an  hourly 

rate  of  $15.00,  To  prevent  inflation  from  eroding  its  value,  beginning  on  January  1, 
20032012,  and  each  year  thereafter,  the  Minimum  Wage  shall  increase  by  an  amount 
corresponding  to  the  prior  year’s  increase,  if  any,  in  the  Consumer  Price  Index  for  urban 
wage  earners  and  clerical  workers  for  the  San  Francisco-Oakland-San  Jose,  CA 
metropolitan  statistical  area. 

(c)  The  Minimum  Wage  for  aH  Employers  that  are  not  Large  Businesses  SmaU 
Businesses  or  Nonprofit  Corporations  shall  phase  in  over  a twe  three  year  period  in 
order  to  afford  such  Employers  time  to  adjust.  For-such-Employers,  the  effective  date  of 
this  Chapter  shall  be  January  1 . 2005.  For  a transition  period  ibBeqinninq  January  1, 
20032015  and  ending  December  20032015,  the  Minimum  Wage  for  Employees  of 
stfeb  Employers  that  are  not  Large  Businesses  shall  be  an  hourly  rate  of  $7. 75$13.00. 
Beginning  January  1, 20032016  and  ending  December  31 , 2016,  the  Minimum  Wage 
for  Employees  of  sueb  Employers  that  are  not  Large  Businesses  shall  be  an  hourly  rate 
of  $14.00,  Beginning  January  1,2017,  the  Minimum  Wage  for  Employees  of  Employers 

that  are  not  Large  Businesses  shall  be  the  regular  Minimum  Wage  established  pursuant 
to  Section  Mb)Subsection  12R.4(b}.  of  Ms  Chapter. 


SEC.  12R.9.  RELATIONSHIP  TO  OTHER  REQUIREMENTS. 

This  Chapter  provides  for  payment  of  a minimum  wage  and  does  sM  not  be  construed 
to  preempt  or  otherwise  prevent  limiLor  affect  the  applicabilitv  the  establishment  of  any 
other  iaw,  regulation,  requirement,  policy,  or  standard  that  provides  for  payment  of 
higher  or  supplemental  wages  or  benefits,  expands  the  coveraoe  of  this  Chapter,  or  that 
extends  other  protections  including,  but  not  limited  to,  the  San  Francisco  Minimum 
Compensation  Ordinance.  Nothing  in  this  Chapter  shall  preempt  or  prevent  any  action 
by  the  City  and  County  of  San  Francisco,  including  by  ordinance,  resolution,  or  contract 

to  provide  for  payment  of  higher  or  supplemental  wages  or  benefits,  expansion  of  the 

coverage  of  this  Chapter,  or  extension  of  other  protections  including,  but  not  limited  to. 

the  San  Francisco  Minimum  Compensation  Ordinance.  This  Chapter  shall  not  be 

construed  to  limit  a discharged  employee’s  right  to  bring  a common  law  cause  of  action 

for  wrongful  termination. 

SEC.  12R.13.  AMENDMENT  BY  THE  BOARD  OF  SUPERVISORS. 

This  Chapter  may  be  amended  by  the  Board  of  Supervisors  as-r-egards-the 
implementation-or  enforcement-thereof-,-  buf  not  as  regards  the  substantive  regairements 

of  the  Chapter  or  its  scope  of  coverage  provided  that  such  amendments  further  its 
purpose  and  do  not  reduce  protections  for  Employees. 

SEC.  12R.27.  EMPLOYMENT  STANDARDS  OVERSIGHT. 

There  is  hereby  created  an  Employment  Standards  Oversight  Committee 
(“Committee”.)  This  Committee  shall  consist  of  seven  (7)  members,  four  (4)  appointed 

by  the  Board  of  Supervisors  and  three  (3)  appointed  by  the  Mayor.  The  Mayor  shall 

appoint  at  least  one  (1)  member  representing  employers  and  one  (1)  member 


representing  employees.  Appointments  by  the  Board  of  Supervisors  shall  be  broadly 

representative  of  the  people  of  the  City  and  County  of  San  Francisco.  The  purpose  of 

this  Committee  is  to  monitor  and  review  San  Francisco  employment  standards  and 

enforcement,  including  San  Francisco's  minimum  wage  law,  and  make 
recommendations  to  the  Mayor  and  the  Board  of  Supervisors.  The  Committee  shall 

review  employment  standards  and  enforcement  policies,  resources  and  staffing  levels 

at  the  Agency  and  the  Office  of  Labor  Standards  Enforcement  and  make 
recommendations  for  adeguate  enforcement  and  education  on  the  minimum  wage  and 

other  employment  standards.  The  Board  of  Supervisors  shall  conduct  a hearing  leading 

UP  to  the  adoption  of  the  budget  to  hear  and  consider  the  report  of  the  Committee.  The 

Committee  shall  also  make  recommendations  to  City  Departments  to  assist  in  enforcing 

labor  laws. 


SECTION  3.  Minimum  Compensation 

The  Administrative  Code  is  hereby  amended  by  revising  Section  70.1 1 as  follows: 

SEC.  70.11  MINIMUM  COMPENSATION 

(a)  All  Employees  of  the  In-Home  Supportive  Services  Public  Authority,  including, 
without  limitation,  !HSS  personnel  referred  to  consumers,  or  referred  by  consumers  for 
inclusion  in  the  Authority,  shall  be  deemed  to  be  "Covered  Employees"  and  shall  be 
paid  no  less  than  the  "Minimum  Compensation,"  as  such  terms  are  defined  in  Chapter 
12P.2  of  the  San  Francisco  Administrative  Code,  and  shall  be  deemed  ''Employees”  and 
paid  no  less  than  the  “Minimum  Wage.”  as  such  terms  are  defined  in  Chapter  12R.3  of 

the  San  Francisco  Administrative  Code.  This  Section  shall  be  implemented  in  a manner 
that  does  not  conflict  with  applicable  federal  or  State  laws. 


SECTION  4.  Severability 

If  any  part  or  provision  of  this  measure,  or  the  application  of  this  measure  to  any 
person  or  circumstance,  is  held  invalid,  the  remainder  of  this  measure,  including  the 
application  of  such  part  or  provisions  to  other  persons  or  circumstances,  shall  not  be 
affected  by  such  a holding  and  shall  continue  in  full  force  and  effect.  To  this  end,  the 
provisions  of  this  measure  are  severable. 
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EXECUTIVE  SUMMARY 

San  Francisco  has  regulated  formula  retail  - defined  as  “a  type  of  retail  sales  activity  or  retail  sales 
establishment  which,  along  with  eleven  or  more  other  retail  sales  establishments  located  in  the  United 
States,”  maintains  certain  standardized  features  - since  the  mid-2000s.  The  regulations  are  intended  to 
protect  San  Francisco’s  “diverse  retail  base”  and  the  “distinct  neighborhood  retailing  personalities”  of  the 
city’s  different  neighborhood  commercial  districts. 

In  2013,  concerns  about  rapid  change  in  San  Francisco’s  retail  market  sparked  renewed  interest  in  the 
issue  and  prompted  a number  of  proposals  to  revise  the  City’s  policies.  In  response  to  these  proposals,  the 
City  and  County  of  San  Francisco  (City)  contracted  with  Strategic  Economics  to  provide  data  and 
analysis  of  San  Francisco’s  formula  retail  establishments  and  controls.  This  report  describes  the  results 
and  methodology  of  the  analysis,  which  is  intended  to  inform  policy  recommendations  that  City  staff  will 
make  to  the  Planning  Commission.  The  study  involved  the  first  comprehensive  effort  to  identify  and  map 
all  of  San  Francisco’s  existing  formula  retail  establishments,  as  well  as  extensive  research  into  topics  such 
as  the  employment  and  real  estate  impacts  associated  with  formula  retail.  At  key  points  throughout  the 
study,  the  results  were  presented  to  focus  groups  of  stakeholders  and  the  Planning  Commission,  and  the 
analysis  was  augmented  and  revised  to  reflect  feedback  from  focus  group  participants,  the  Planning 
Commission,  and  City  staff. 

The  Office  of  the  Controller  has  also  prepared  an  economic  analysis  in  response  to  proposed  changes  to 
San  Francisco’s  formula  retail  policies.  In  February  2014,  the  Controller’s  Office  of  Economic  Analysis 
released  its  report,  which  included  an  analysis  of  consumer  price  and  local  spending  differences  between 
formula  and  independent  retailers  and  an  evaluation  of  the  overall  economic  impact  of  expanding  the 
City’s  formula  retail  controls.'  In  order  to  avoid  duplicating  efforts  and  maximize  the  overall  number  of 
topics  that  could  be  studied.  Strategic  Economics  did  not  conduct  additional  research  on  these  topics. 

The  following  sections  summarize  key  findings  and  conclusions  about  the  role  that  existing  formula  retail 
establishments  play  in  San  Francisco’s  neighborhoods,  the  impacts  of  the  City’s  existing  formula  retail 
controls,  and  the  potential  effects  of  some  of  the  proposed  changes  to  the  controls. 

Existing  Formula  Retail  Establishments  and  San  Francisco’s  Neighborhoods 

How  Many  Formula  Retailers  Are  There? 

There  are  approximately  1,250  formula  retail  establishments  in  San  Francisco,  accounting  for  12 
percent  of  all  retailers.  These  are  retail  establishments  that,  if  they  were  to  propose  a new  location  in  San 
Francisco  today,  would  most  likely  be  considered  formula  retailers.  Formula  retail  occupies  an  estimated 
11.2  million  square  feet  of  building  area,  accounting  for  31  percent  of  San  Francisco’s  retail  square 
footage. 

Formula  retail  appears  to  be  significantly  less  prevalent  in  San  Francisco  compared  to  the  national 
average.  Although  exactly  comparable  numbers  for  other  cities  are  not  available,  32  percent  of  all  retail 
establishments  in  the  U.S.  are  associated  with  firms  that  include  10  or  more  outlets.^ 

The  prevalence  of  formula  retail  varies  significantly  by  business  type  and  size.  For  example,  49 
percent  of  San  Francisco’s  coffee  shops  are  formula  retail,  compared  to  1 1 percent  of  all  restaurants.  The 


' See  City  and  County  of  San  Francisco  Office  of  the  Controller  - Office  of  Economic  Analysis,  “Expanding  Formula 
Retail  Controls;  Economic  Impact  Report,”  February  12,  2014, 
http://sfcontroller.ora/Modules/ShowDocument.asDx?documentid=5119. 

U.S.  Census  Bureau,  “Table  EC0744SSSZ3:  Retail  Trade:  Subject  Series  - Estab  and  Firm  Size;  Summary 
Statistics  for  Single  Unit  and  Multiunit  Firms  for  the  United  States;  2007,”  2007  Economic  Census.  Includes  all  retail 
trade  establishments  (NAICS  codes  44-45). 
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vast  majority  of  pharmacies  over  3,000  square  feet  and  supermarkets  over  10,000  square  feet  are  formula 
retailers,  while  smaller  establishments  are  much  more  likely  to  be  independent  retailers.  More  than  80 
percent  of  all  banks  are  formula  retail. 

Who  Are  They? 

Most  formula  retailers  are  affiliated  with  large  companies  with  many  outlets.  Only  5 percent  of 
formula  retail  establishments  in  San  Francisco  are  associated  with  businesses  with  fewer  than  20  total 
branches  or  subsidiaries,  while  another  4 percent  are  associated  with  businesses  that  have  between  20  and 
50  locations.  Nearly  25  percent  of  the  city’s  formula  retail  establishments  are  associated  with  companies 
that  have  more  than  50  branches  and  subsidiaries,  while  50  percent  are  associated  with  companies  that 
have  more  than  1,000  locations. 

Most  formula  retailers  have  headquarters  outside  of  California.  Slightly  less  than  one-third  (28 
percent)  of  the  city’s  formula  retailers  are  headquartered  in  California,  with  half  of  those  headquartered  in 
San  Francisco.  Approximately  half  (54  percent)  are  headquartered  elsewhere  in  the  United  States,  while 
10  percent  are  headquartered  outside  the  United  States.  Another  8 percent  of  formula  retail  establishments 
are  independently  owned  franchises  (e.g.,  franchise  locations  that  are  not  owned  by  the  parent  company); 
the  location  of  the  franchise  owners  is  unknown. 

Where  Are  They? 

Formula  retail  is  most  highly  concentrated  in  places  that  do  not  have  formula  retail  controls  and  in 
neighborhood  shopping  centers.  Overall,  formula  retail  accounts  for  25  percent  of  retail  establishments 
in  commercial/mixed-use  zoning  districts  without  formula  retail  controls,  compared  to  10  percent  of  retail 
establishments  in  commercial/mixed-use  zoning  district  with  controls  (a  category  that  includes  all  of  the 
city’s  neighborhood  commercial  districts).  Formula  retail  is  most  highly  concentrated  in  Downtovm, 
South  of  Market,  and  the  northeastern  waterfront,  where  new  formula  retail  is  permitted  without  a 
conditional  use  (CU)  authorization.  There  are  also  significant  concentrations  of  formula  retail  in  shopping 
centers,  including  those  where  new  formula  retail  requires  a CU  authorization  - such  as  Lakeshore  Plaza, 
the  Laurel  Village  Shopping  Center,  and  Geary  and  Masonic  - as  well  as  in  Stonestown  Galleria,  where 
formula  retail  is  not  regulated. 

Some  neighborhood  commercial  districts  that  serve  high-income  neighborhoods  and/or  draw 
signiflcant  numbers  of  visitors  and  shoppers  from  around  the  city  and  region  also  have  higher- 
than-average  concentrations  of  formula  retail.  Examples  include  Union  Street,  Polk  Street,  and  Upper 
Fillmore.  These  neighborhood  commercial  districts  have  high  sales  volumes,  serve  neighborhoods  with 
particularly  high  population  densities  and  average  resident  incomes,  and  are  increasingly  becoming 
known  as  regional  shopping  destinations. 

Formula  retailers  choose  locations  based  on  the  factors  that  all  retailers  tend  to  consider  in  making 
location  decisions.  These  factors  include  customer  traffic  and  sales  volume  in  particular  shopping 
districts,  the  demographics  of  surrounding  neighborhoods,  and  the  visibility  and  accessibility  of  particular 
storefronts.  Retailers  also  benefit  from  clustering  with  other  retailers;  a concentration  of  retail  activity 
creates  a destination  that  offers  variety  and  selection,  attracting  more  shoppers. 

What  Do  They  Look  Like? 

Formula  retailers  generally  occupy  larger  spaces  than  independent  retailers  do.  Overall,  nearly  85 
percent  of  San  Francisco’s  formula  retailers  occupy  more  than  3,000  square  feet,  while  80  percent  of 
independent  retailers  occupy  3,000  square  feet  or  less. 

The  relationship  of  formula  retail  to  neighborhood  character  otherwise  varies  significantly 
depending  on  the  type  of  business  and  the  district  where  it  is  located.  For  example,  in  Upper  Fillmore, 
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formula  retail  establishments  tend  to  locate  in  Victorian  buildings  with  limited  parking,  rellecting  both  the 
existing  building  stock  in  the  district  and  the  fact  that  formula  retail  in  Upper  Fillmore  generally  caters  to 
comparison  shoppers  who  are  likely  to  drive  or  take  transit  to  the  district  and  then  walk  from  store  to 
store.  In  contrast,  formula  retail  establishments  on  Ocean  Avenue  and  Geary  Boulevard  are  more  likely  to 
locate  in  single-story  retail  buildings  with  significant  parking.  Many  of  the  formula  retailers  on  Ocean 
Avenue  and  Geary  Boulevard  sell  groceries  and  other  personal  goods  that  shoppers  often  buy  in  large 
quantities  and  may  prefer  to  transport  in  a car. 

What  Goods  and  Services  Do  They  Provide? 

Formula  retail  establishments  can  serve  local  daily  needs  or  cater  to  regional  shoppers,  depending 
in  part  on  their  location.  For  example,  in  Downtown,  parts  of  South  of  Market,  and  the  northeastern 
waterfront  - areas  where  formula  retail  is  generally  not  regulated  - formula  retail  stores  and  restaurants 
serve  a mix  of  workers,  shoppers,  and  visitors  from  around  the  city,  region,  and  world.  The  most  common 
types  of  formula  retail  in  these  districts  include  apparel  and  accessory  stores,  health  and  beauty  stores,  and 
specialized  retail  stores.  Some  neighborhood  commercial  districts  such  as  Upper  Fillmore  are  also 
emerging  as  regional  shopping  destinations,  and  have  significant  clusters  of  both  formula  and  independent 
clothing  stores,  beauty  stores,  and  other  regional-serving  businesses.  In  general,  however,  pharmacies, 
grocery  stores,  banks,  and  other  uses  that  serve  residents’  daily  needs  account  for  much  of  the  formula 
retail  in  neighborhood  commercial  districts  and  other  commercial/mixed-use  zoning  districts  where 
formula  retail  is  subject  to  controls. 

How  Do  They  Affect  the  Neighborhoods  Where  They  Are  Located? 

Compared  to  independent  retailers,  formula  retailers  may  be  willing  and  able  to  pay  higher  rents  in 
some  highly  desirable  neighborhood  commercial  districts  that  serve  local  residents,  shoppers  from 
around  the  region,  and  tourists.  Landlords  in  San  Francisco’s  most  attractive  retail  markets  (e.g..  Upper 
Fillmore)  often  require  letters  of  credit  guaranteeing  6 to  12  months’  worth  of  rent.  Prospective  tenants 
may  also  fmd  it  necessary  to  pay  either  landlords  or  existing  tenants  “key  money”  in  order  to  secure  a 
lease.  Start-ups  and  other  independent  retailers  often  fmd  it  difficult  to  meet  these  requirements. 
Stakeholders  have  also  reported  incidents  of  landlords  holding  retail  space  vacant  for  significant  periods 
of  time  until  a national  tenant  can  be  found. 

However,  there  does  not  appear  to  be  a consistent  relationship  between  the  approval  of  a new 
formula  retail  conditional  use  application  and  the  subsequent  direction  of  local  rents  and  vacancies. 
Rather,  retail  market  trends  over  time  are  primarily  related  to  regional  and  national  economic  cycles. 

Formula  retail  establishments  often  have  the  resources  to  improve  storefronts  with  challenging 
physical  conditions  and  can  serve  as  anchors  in  revitalizing  neighborhoods,  but  can  also  be 
challenging  to  involve  in  merchant  and  community  organizing  and  outreach.  Compared  to 
independent  businesses,  national  and  regional  retailers  often  have  more  resources  to  invest  in  improving 
fafades  and  interiors.  In  addition  to  making  physical  improvements,  a large,  brand-name  retailer  can  also 
contribute  to  the  revitalization  of  a neighborhood  commercial  district  by  drawing  new  customers  to  the 
district.  However,  beyond  drawing  new  customers,  many  formula  retail  stores  contribute  few  other 
benefits  to  the  neighborhoods  where  they  are  located.  Community  members  note  that  it  is  challenging  to 
establish  ongoing  relationships  with  most  formula  retailers  because  the  managers  rotate  between  stores  or 
do  not  have  the  authority  to  make  decisions.  As  a result  of  this  management  structure,  local  merchants 
associations  report  that  few  formula  retailers  are  active  participants  in  their  efforts  to  organize  events  and 
activities. 

What  Wages  and  Benefits  Do  They  Offer  Employees? 

Employment  practices  in  San  Francisco  vary  as  much  or  more  by  retail  subsector  and  firm  size  as 
by  whether  a business  is  formula  or  independent.  On  average,  retail  stores  and  restaurants  in  San 
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Francisco  pay  similar  wages  regardless  of  whether  the  business  has  just  one  location  in  California 
(“single-site”  firms,  which  served  as  a proxy  for  independent  retailers  in  the  employment  analysis  due  to 
limitations  of  the  employment  data),  or  is  part  of  a company  with  multiple  locations  in  the  state 
(“multiple-site”  firms).  ^ However,  these  averages  mask  large  pay  differences  within  some  retail 
subsectors.  In  some  subsectors  (e.g.,  electronics  and  appliance,  furniture,  health  and  personal  care,  and 
grocery  stores)  workers  at  multiple-site  stores  earned  more  than  workers  at  single-site  stores,  while  in 
other  subsectors  (e.g.  automobile  parts  and  accessories,  liquor,  shoes,  and  sporting  goods  stores),  workers 
at  multiple-site  stores  earned  less  than  workers  at  single-site  stores.  Firms  with  multiple  sites  do  tend  to 
employ  significantly  more  workers  than  firms  with  a single  location,  although  some  of  the  difference  may 
be  due  to  scheduling  and  other  business  practices  (e.g.,  multiple-site  firms  may  tend  to  hire  more  part- 
time  or  temporary  workers).'^ 

Both  nationally  and  in  San  Francisco,  retail  stores  and  restaurants  generally  provide  fewer  benefits 
compared  to  other  types  of  businesses.  Local  and  national  studies  have  also  shown  that  firms  with  fewer 
than  20  employees  - a category  that  includes  most  independent  retailers  - are  less  likely  to  offer  health 
insurance,  paid  time  off,  and  other  benefits  compared  to  firms  with  more  than  20  employees,  a category 
that  includes  most  formula  retailers.  However,  San  Francisco’s  labor  laws  raise  the  floor,  so  that  firms  in 
all  industries  are  required  to  offer  higher  pay  and  better  benefits  compared  to  their  counterparts  elsewhere 
in  the  country,  although  small  firms  are  exempt  from  some  requirements. 

Effects  of  San  Francisco’s  Existing  Formula  Retail  Controls 

The  Conditional  Use  Application  Process 

Excluding  pending  applications,  75  percent  of  formula  retail  conditional  use  applications  have  been 
approved.  However,  this  approval  rate  may  under-represent  the  impact  of  the  controls  in  reducing  the 
prevalence  of  formula  retail,  as  the  application  process  discourages  some  formula  retailers  fi-om 
considering  locations  in  districts  with  controls. 

The  formula  retail  conditional  use  process  creates  disincentives  for  formula  retailers  to  locate  in 
San  Francisco's  neighborhood  commercial  districts.  According  to  brokers  who  work  with  chain 
retailers,  obtaining  a formula  retail  CU  authorization  typically  takes  6 to  12  months  and  can  cost  tens  of 
thousands  of  dollars,  including  fees  for  attorneys,  architects,  and  community  outreach  consultants  and 
other  costs.  As  a result,  brokers  report  that  many  formula  retailers  will  not  propose  a new  location  in  San 
Francisco’s  neighborhood  commercial  districts  unless  they  feel  confident  that  their  application  is  likely  to 
be  approved.  Some  formula  retailers  are  reportedly  unwilling  to  consider  locations  in  San  Francisco’s 
neighborhood  commercial  districts  at  all. 

However,  formula  retailers’  willingness  to  go  through  the  formula  retail  conditional  use  application 
process  depends  on  conditions  in  specific  districts.  Formula  retailers  are  more  likely  to  submit 
applications  in  neighborhoods  with  strong  market  demand  for  new  retail  and  where  they  anticipate  a 
positive  reception  by  the  community. 

The  formula  retail  conditional  use  authorization  process  empowers  well-organized  community 
members  to  keep  out  unwanted  formula  retail  uses.  The  majority  of  formula  retail  CU  applications 
have  been  approved.  However,  in  cases  where  community  members  have  reached  a clear  consensus  that  a 


® National  data  from  the  2007  Economic  Census  show  that  retail  firms  with  fewer  than  10  outlets  in  the  United  States 
paid  an  average  of  $27,500  per  employee,  per  year.  In  comparison,  firms  with  10  or  more  outlets  paid  an  average  of 
$20,800  per  employee  per  year.  However,  employment  data  by  number  of  outlets  were  not  available  for  San 
Francisco. 

" Data  on  part-time  versus  full-time  worker  status  by  industry  and  number  of  outlets  are  not  available  from  any  known 
source. 
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proposed  formula  retailer  is  not  desirable  and  appeared  at  Planning  Commission  hearings,  CU 
authorizations  have  often  been  denied  or  withdrawn.  In  general,  community  reaction  to  formula  retail  CU 
applications  appears  to  depend  on  factors  such  as  the  potential  impacts  on  competing  businesses,  and 
whether  prospective  formula  retail  tenants  are  filling  long-standing  vacancies  and/or  meeting  perceived 
community  needs. 

Neighborhood  Effects  of  the  Formula  Retail  Controls 

The  formula  retail  controls  are  focused  on  regulating  where  new  formula  retail  outlets  may  locate, 
but  cannot  directly  regulate  how  businesses  are  operated  once  they  have  established.  The  formula 
retail  controls  are  one  of  many  land  use  regulations  that  the  City  places  on  the  type,  scale,  and  appearance 
of  retail  activities  allowed  in  any  given  location  within  San  Francisco.  For  example,  in  most  NCDs,  any 
proposed  retail  use  over  a certain  size  (typically  between  2,000  and  4,000  square  feet)  requires  a separate 
use  size  CU  authorization.  Other  provisions  of  the  Planning  Code  regulate  the  types  of  retail  uses  allowed 
in  particular  districts,  the  dimensions  of  retail  buildings,  and  the  size  and  appearance  of  retail  signage. 
Zoning  and  other  land  use  controls  are  inherently  limited  to  regulating  the  type  and  scale  of  land  use 
activities  and  the  overall  dimensions  of  the  structures  in  which  these  activities  occur.  Thus,  the  formula 
retail  controls  cannot  directly  regulate  hiring  or  employment  practices  or  other  features  of  how  businesses 
are  operated  once  they  have  been  established,  but  are  instead  focused  on  regulating  where  new  formula 
retail  establishments  may  locate.^ 

The  relatively  low  concentration  of  formula  retail  in  commercial/mixed-use  neighborhoods  with 
formula  retail  controls  in  place  suggests  that  the  controls  are  successfully  limiting  the  amount  of 
formula  retail  in  the  city’s  neighborhood  commercial  districts,  although  other  factors  are  also  likely 
at  play.  In  addition  to  the  City’s  formula  retail  controls,  other  factors  that  could  affect  the  concentration 
of  formula  retail  in  different  neighborhoods  include  the  prevalence  of  formula  retail  before  the  controls 
went  into  effect  and  the  different  retail  markets  that  various  commercial  districts  serve. 

By  creating  disincentives  for  formula  retailers  to  locate  in  San  Francisco's  neighborhood 
commercial  districts,  the  formula  retail  controls  may  help  lower  costs  for  independent  retailers.  By 
making  neighborhood  commercial  districts  less  attractive  for  formula  retailers,  formula  retail  controls 
may  help  lower  rents  in  some  districts,  reducing  costs  for  independent  retailers. 

The  City’s  formula  retail  controls  may  be  a contributing  factor  in  some  long-term  vacancies, 
particularly  of  larger  storefronts.  Brokers  report  that  large,  deep  spaces  may  sit  empty  for  extended 
periods  of  time  if  a formula  retail  CU  application  is  disapproved  or  withdrawn,  and  that  these  vacant 
spaces  can  act  as  a drag  on  the  vibrancy  and  overall  performance  of  the  surrounding  district.  Formula 
retailers  can  generally  fill  more  floor  space  than  independent  retailers,  and  can  more  often  afford  to  make 
needed  tenant  improvements  and  pay  the  rents  required  to  lease  larger  storefronts.  However,  while  the 
formula  retail  controls  may  make  leasing  some  spaces  more  challenging,  obsolete  building  designs, 
significant  maintenance  needs,  and  challenging  locations  also  likely  contribute  to  long-term  vacancies  in 
many  cases. 

While  it  might  be  ideal  to  encourage  property  owners  to  subdivide  or  redevelop  large,  vacant  retail 
spaces,  there  are  significant  limitations  to  this  approach.  Some  large  retail  buildings  are  not  possible 
to  subdivide  into  multiple  smaller  storefronts  that  would  be  more  suitable  for  independent  businesses 
because  of  structural  or  design  issues.  In  terms  of  redevelopment  potential,  some  vacant  retail  buildings 
that  are  too  big  for  most  independent  retailers  are  located  on  parcels  that  are  too  small  to  support  enough 
residential  units  to  justify  the  expense  of  the  demolition  and  construction.  Other  vacant  retail  buildings 


® The  City  does,  however,  have  other  mechanisms  for  regulating  employment  and  business  practices.  For  example, 
San  Francisco  is  nationally  known  for  its  minimum  wage  ordinance  and  other  progressive  labor  laws. 
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may  present  other  challenges  for  redevelopment.  For  example,  the  vacant,  former  Walgreens  building  in 
the  Geary  Boulevard  case  study  area  is  wedged  between  two  other  retail  buildings,  making  it  a very 
challenging  site  for  any  new  construction. 

Current  Issues  and  Potential  Changes  to  Formula  Retail  Controls 

The  Board  of  Supervisors  is  considering  a number  of  different  ordinances  that  would,  among  other 
changes,  expand  the  definition  of  formula  retail  to  include  additional  land  uses,  businesses  that  have  1 1 or 
more  other  outlets  located  anywhere  in  the  world,  and  businesses  that  are  majority  owned  by  a formula 
retail  use  subject  new  land  uses  to  formula  retail  controls.  Other  proposals  would  create  quantitative 
thresholds  for  determining  the  appropriate  level  of  concentration  of  formula  retail  in  neighborhood 
commercial  districts.  In  addition  to  the  changes  that  the  Board  of  Supervisors  is  considering,  stakeholders 
have  also  raised  concerns  about  the  impacts  of  the  formula  retail  controls  on  locally  owned  and  smaller 
retailers  that  are  captured  by  the  City’s  current  definition  of  formula  retail.  The  data  and  analysis 
performed  as  part  of  this  study  led  to  the  following  conclusions  on  these  issues. 

Expanding  the  Definition  of  Formula  Retail 

Changing  the  definition  of  formula  retail  to  include  international  chains  with  11  or  more  other 
establishments  anywhere  in  the  world  could  have  a significant  effect  in  certain  neighborhoods,  but 
is  unlikely  to  affect  many  businesses  citywide.  This  proposed  policy  change  is  particularly  relevant  in 
highly  attractive  shopping  districts  like  Upper  Fillmore,  where  international  (as  well  as  domestic) 
businesses  are  reportedly  accelerating  plans  to  open  before  they  reach  the  threshold  for  formula  retail. 
Other  international  chains  have  chosen  to  open  their  first  San  Francisco  locations  in  neighborhoods  with  a 
strong  ethnic  identity,  such  as  Japantown,  Chinatown,  or  the  Mission.  Citywide,  10  percent  of  businesses 
with  1 1 or  more  other  corporate  family  members  are  part  of  a corporation  that  is  headquartered  outside  of 
the  U.S.  However,  the  vast  majority  of  international  businesses  already  have  a long-established  presence 
in  the  U.S.  and  qualify  as  formula  retail  under  the  current  Planning  Code. 

Expanding  the  formula  retail  definition  to  include  establishments  that  are  owned  by  formula  retail 
businesses  is  also  likely  to  affect  a small  number  of  potential  new  businesses.  This  proposed  policy 
change  is  designed  to  address  several  recent  cases  of  new  or  proposed  establishments  that  did  not  have  to 
go  through  the  formula  retail  CU  process  even  though  they  were  owned  by  formula  retailers,  such  as  Jack 
Spade  in  the  Mission  (owned  by  Liz  Claiborne)  and  Athleta  and  Evolution  Juice  in  Upper  Fillmore 
(owned  by  The  Gap  and  Starbucks,  respectively).  Citywide,  however,  subsidiaries  - defined  as  companies 
that  are  more  than  50  percent  owned  by  another  corporation  - account  for  only  3 percent  of  retail 
businesses  in  San  Francisco  that  have  12  or  more  corporate  family  members.  Most  of  these  would  already 
qualify  as  formula  retail  under  the  existing  Planning  Code,  because  they  have  1 1 or  more  other  locations 
of  the  same  trade  name  in  the  U.S. 

Expanding  the  application  of  formula  retail  controls  to  other  types  of  land  uses  could  affect  a 
significant  number  of  businesses  considering  new  locations  in  San  Francisco,  and  make  it  more 
challenging  to  fill  vacant  storefronts  in  some  neighborhood  commercial  districts.  As  the  retail 
industry  has  become  increasingly  consolidated  and  brick-and-mortar  retail  stores  are  forced  to  compete 
with  online  sales,  non-retail  uses  are  playing  an  increasingly  important  role  in  filling  vacant  retail  space. 
Personal,  business,  and  medical  services  play  a particularly  important  role  in  some  of  San  Francisco’s 
more  struggling  retail  districts.  For  example,  while  Upper  Fillmore’s  high  sales  volumes  and  reputation  as 
a shopping  destination  continue  to  attract  many  retail  stores  and  keep  vacancies  low,  non-retail  uses 
occupy  a significant  share  of  storefronts  on  Geary  Boulevard  and  Ocean  Avenue  (40  percent  and  56 
percent,  respectively).  Given  these  trends,  expanding  formula  retail  controls  to  include  new  land  uses 
could  make  it  more  difficult  to  maintain  healthy  vacancy  rates  (i.e.,  vacancy  rates  of  no  more  than  10 
percent)  in  some  neighborhood  commercial  districts.  Moreover,  many  personal,  business,  and  medical 
services  - such  as  hair  and  nail  salons,  gyms,  and  dialysis  centers  - serve  residents’  daily  needs  and  align 
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with  the  City’s  vision  of  neighborhood  commercial  districts  as  providing  a range  of  neighborhood-serving 
commercial  uses. 

Creating  Thresholds  for  Concentration  of  Formula  Retail 

The  appropriate  concentration  of  formula  retail  for  neighborhood  commercial  districts  varies 
significantly  depending  on  existing  conditions  and  the  community’s  preferences.  The  existing 
concentration  of  formula  retail  varies  significantly  across  the  city,  and  communities  often  react  differently 
to  formula  retail  CU  applications  depending  on  factors  such  as  the  potential  impacts  on  competing 
businesses  and  whether  prospective  formula  retail  tenants  are  filling  long-standing  vacancies  and/or 
meeting  perceived  community  needs.  Given  this  variation,  it  is  not  possible  to  define  an  ideal  level  of 
concentration  for  formula  retail  that  could  apply  across  multiple  neighborhood  commercial  districts. 

Reducing  Impacts  on  Small  Businesses 

Changing  the  definition  of  formula  retail  to  businesses  with  at  least  20  or  50  other  establishments 
(rather  than  the  current  11)  would  exempt  some  local,  fast-growing  companies,  while  still  capturing 
the  vast  majority  of  national  chains.  Examples  of  businesses  that  started  in  San  Francisco  and  have 
recently  qualified  as  formula  retail  include  Philz  Coffee,  with  14  locations  in  the  Bay  Area;  San  Francisco 
Soup  Company,  with  16  locations  in  the  Bay  Area;  and  Pet  Food  Express,  which  recently  reached 
approximately  50  stores  in  the  Bay  Area,  Sacramento,  and  Carmel.  Overall,  however,  only  5 percent  of 
formula  retailers  in  San  Francisco  are  associated  with  businesses  with  fewer  than  20  total  branches  or 
subsidiaries.  Another  4 percent  have  between  20  and  50  locations.  The  remaining  formula  retailers  are 
either  franchises  (about  17  percent)  or  have  more  than  50  locations  (nearly  75  percent). 

Franchisees  and  other  small  businesses  may  need  more  assistance  in  navigating  formula  retail  and 
other  land  use  controls  and  negotiating  rents.  The  formula  retail  controls  affect  some  small  businesses 
as  well  as  larger,  national  chains.  These  include  rapidly  growing  local  companies  (e.g.,  Philz  Coffee,  San 
Francisco  Soup  Company)  as  well  as  some  franchisees  (i.e.,  individuals  or  small,  local  companies  who 
purchase  the  right  to  use  the  trademark  and  other  standardized  features  from  a large,  national  brand). 
Providing  these  businesses  with  technical  assistance  in  navigating  the  formula  retail  controls  and  other 
land  use  controls  could  help  mitigate  the  impacts  of  the  controls.  Small  businesses  may  also  benefit  from 
additional  assistance  in  negotiating  with  landlords  in  neighborhood  commercial  districts  where  rents  are 
rising  rapidly. 
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I.  INTRODUCTION 

The  issue  of  formula  retail  in  San  Francisco’s  neighborhoods  has  attracted  significant  attention  fi-om  the 
city’s  policymakers  and  residents  in  recent  months.  San  Francisco  has  regulated  formula  retail  - defined 
as  “a  type  of  retail  sales  activity  or  retail  sales  establishment  which,  along  with  eleven  or  more  other  retail 
sales  establishments  located  in  the  United  States,”  maintains  certain  standardized  features  - since  the  mid- 
2000s.  Uses  subject  to  this  definition  include  most  retail  stores,  restaurants,  bars,  liquor  stores,  banks, 
retail  services,®  and  movie  theaters.  Under  the  current  San  Francisco  Planning  Code,  new  formula  retail  in 
the  city’s  neighborhood  commercial  districts  either  is  prohibited  or  requires  conditional  use  authorization. 

In  2013,  concerns  about  rapid  change  in  San  Francisco’s  retail  market  sparked  renewed  interest  in  the 
issue  and  prompted  a number  of  proposals  to  revise  the  formula  retail  policies.  In  response  to  these 
proposals,  the  City  and  County  of  San  Francisco  (City)  contracted  with  Strategic  Economics  to  provide 
data  and  analysis  of  San  Francisco’s  formula  retail  establishments  and  controls.  This  report  describes  the 
results  and  methodology  of  Strategic  Economics’  analysis,  which  is  intended  to  inform  policy 
recommendations  that  City  staff  will  make  to  the  Plaiming  Commission.  The  study  involved  the  first 
comprehensive  effort  to  identify  and  map  all  of  San  Francisco’s  existing  formula  retail  establishments,  as 
well  as  extensive  research  into  topics  such  as  the  employment  and  real  estate  impacts  associated  with 
formula  retail.  At  key  points  throughout  the  study,  the  results  were  presented  to  focus  groups  of 
stakeholders  and  the  Planning  Commission,  and  the  analysis  was  augmented  and  revised  to  reflect 
feedback  from  focus  group  participants,  the  Planning  Commission,  and  City  staff. 

The  Office  of  the  Controller  has  also  prepared  an  economic  analysis  in  response  to  proposed  changes  to 
San  Francisco’s  formula  retail  policies.  In  February  2014,  the  Controller’s  Office  of  Economic  Analysis 
released  its  report,  which  included  an  analysis  of  consumer  price  and  local  spending  differences  between 
formula  and  independent  retailers  and  an  evaluation  of  the  overall  economic  impact  of  expanding  the 
City’s  formula  retail  controls.’  In  order  to  avoid  duplicating  efforts  and  maximize  the  overall  number  of 
topics  that  could  be  studied.  Strategic  Economics  did  not  conduct  additional  research  on  these  topics. 

Background 

The  San  Francisco  Board  of  Supervisors  (BOS)  adopted  the  City’s  first  formula  retail  controls  in  2004, 
with  the  goal  of  protecting  San  Francisco’s  “diverse  retail  base  with  distinct  neighborhood  retailing 
personalities.”  The  BOS  found  that  “the  standardized  architecture,  color  schemes,  decor  and  signage  of 
many  formula  retail  businesses  can  detract  from  the  distinctive  character”  of  San  Francisco’s 
neighborhood  commercial  districts  (NCDs),  which  the  City  envisions  as  mixed-use  districts  that  support  a 
range  of  neighborhood-serving  commercial  uses.  In  addition  to  protecting  the  distinctive  aesthetic 
character  of  the  NCDs,  the  ordinance  was  intended  to  “protect  [San  Francisco’s]  vibrant  small  business 
sector  and  create  a supportive  environment  for  new  small  business  innovations,”  in  recognition  that  “the 
unregulated  and  unmonitored  establishment  of  additional  formula  retail  uses  may  unduly  limit  or 
eliminate  business  establishment  opportunities  for  smaller  or  medium-sized  businesses  . . . and  unduly 
skew  the  mix  of  businesses  towards  national  retailers  in  lieu  of  local  or  regional  retailers.”* 


® Retail  services  include  laundromats,  dry  cleaning,  pet  grooming,  and  copy  centers. 

’ See  City  and  County  of  San  Francisco  Office  of  the  Controller  - Office  of  Economic  Analysis,  “Expanding  Formula 
Retail  Controls:  Economic  Impact  Report,”  February  12,  2014, 
http://sfcontroller.orq/Modules/ShowDocument.aspx?documentid=51 19. 

“ Ordinance  Number  62-04,  Board  File  031501,  available  online  at: 

http://sfgov.legistar.com/LegislationDetail. aspx?ID=473759&GUID=A83D3A84-B457-4B93-BCF5- 
11058DDA5598&Options=IDlText|&Search=62-04 
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Initially,  the  City’s  formula  retail  controls  were  limited  to  a few  specific  NCDs  (including  the  Hayes- 
Gough  NCD  and  certain  blocks  in  the  Haight/Cole  Valley  area).  However,  in  2007,  San  Francisco  voters 
approved  Proposition  G,  which  amended  the  Planning  Code  to  require  conditional  use  (CU) 
authorizations  for  new  formula  retail  outlets  in  all  of  the  city’s  NCDs.  Because  Proposition  G was  a voter- 
approved  ballot  initiative,  the  provision  of  the  Planning  Code  that  requires  a CU  authorization  for  new 
formula  retail  in  the  NCDs  can  only  be  changed  through  another  ballot  process.  However,  other  aspects  of 
the  controls  - such  as  the  definition  of  formula  retail,  the  use  types  that  are  subject  to  formula  retail 
controls,  and  the  criteria  for  consideration  of  formula  retail  CU  applications  - can  be  amended  through 
the  typical  legislative  process.  For  example,  in  2012  the  BOS  expanded  the  controls  to  cover  banks,  credit 
unions,  and  savings  and  loans. ^ 

The  formula  retail  controls  are  one  of  many  land  use  regulations  that  the  City  places  on  the  type,  scale, 
and  appearance  of  retail  activities  allowed  in  any  given  location  within  San  Francisco.  For  example,  in 
most  NCDs,  any  proposed  retail  use  over  a certain  size  (typically  between  2,000  and  4,000  square  feet) 
requires  a separate  use  size  CU  authorization.^”  Other  provisions  of  the  Planning  Code  regulate  the  types 
of  retail  uses  allowed  in  particular  districts,  the  dimensions  of  retail  buildings,  and  the  size  and 
appearance  of  retail  signage.  Zoning  and  other  land  use  controls  are  inherently  limited  to  regulating  the 
type  and  scale  of  land  use  activities  and  the  overall  dimensions  of  the  structures  in  which  these  activities 
occur.  Thus,'  the  formula  retail  controls  cannot  directly  regulate  hiring  or  employment  practices  or  other 
features  of  how  businesses  are  operated  once  they  have  been  established,  but  are  instead  focused  on 
regulating  where  new  formula  retail  establishments  may  locate.^* 

Recent  Concerns  Related  to  Formula  Retail  and  the  Formula  Retail  Controls 

Over  the  past  several  years,  a number  of  concerns  have  drawn  significant  new  attention  to  the  City’s 
formula  retail  policies.  The  increased  attention  to  the  issue  has  played  out  in  the  context  of  San 
Francisco’s  rapidly  expanding  economy,  which  has  fueled  one  of  the  hottest  retail  markets  in  the 
country. As  the  U.S.  economy  has  recovered,  many  national  retail  brands  have  gone  into  expansion 
mode,  reportedly  focusing  expansion  plans  on  dense,  urban  environments  like  San  Francisco.*^  At  the 
same  time,  many  retail  sectors  are  facing  increased  competition  with  online  sales.  As  a result  of  these 
local  and  national  trends,  some  small,  local  businesses  have  struggled  to  keep  up  with  rising  rents  even  as 
the  city’s  economic  grovsdh  has  attracted  new  national  brands  and  allowed  other  local  retailers  to  expand. 

In  this  context,  residents,  businesses,  and  policy  makers  have  raised  a number  of  concerns,  including 
some  that  are  directly  related  to  the  impacts  of  the  City’s  formula  retail  controls  and  others  that  also  tied 
to  broader  retail  market  trends.  Some  of  the  specific  concerns  that  have  been  raised  in  the  debate  over 
formula  retail  include: 

• High-profile  cases  of  nationally  or  internationally  known  brands  that  have  recently 
proposed  or  opened  locations  in  San  Francisco  but  were  not  subject  to  the  City’s  formula 
retail  controls.  These  include  brands  with  dozens  or  hundreds  of  locations  internationally  but 
fewer  than  1 1 other  locations  in  the  United  States  when  they  opened  in  San  Francisco  (e.g..  The 
Kooples,  Cotelac,  and  Sandro,  three  clothing  boutiques  that  recently  opened  in  the  Upper 


® For  a more  detailed  discussion  of  the  history  of  formula  retail  controls  in  San  Francisco,  and  a complete  description 
of  the  definition  of  formula  retail,  see  “Formula  Retail  Controls  Today  and  Tomorrow,”  Memorandum  to  the  Planning 
Commission  by  Sophie  Hayward,  Legislative  Planner  and  Jenny  Wun,  Legislative  Intern,  July  15,  2013. 

See  Appendix  B for  additional  information  on  use  size  controls  by  zoning  district. 

The  City  does,  however,  have  other  mechanisms  for  regulating  employment  and  business  practices.  For  example, 
San  Francisco  is  nationally  known  for  its  minimum  wage  ordinance  and  other  progressive  labor  laws. 

ChainLinks  retail  Advisors,  FallAAAnter  201 3 Retail  Review  & Forecast,  Fall/Winter  2013. 

Cassidy  Turley,  National  Retail  Review,  Spring  2014,  http://www.ctbt.com/Web/Download-Research- 
File.aspx?id=E81 96E98-CDAE-4AAE-8A8C-31 B3AD67591 E. 
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Fillmore);  brands  that  are  found  in  many  department  stores  or  are  owned  by  formula  retail 
companies  but  have  few  brick-and-mortar  stores  under  their  own  trademark  (e.g.,  Jack  Spade, 
Joie);  and  companies  that  have  dozens  of  outlets  in  the  United  States  but  do  not  fall  among  the 
use  types  to  which  the  controls  apply  (e.g.,  Chevron  gas  station.  Equinox  gym). 

• Potential  impacts  of  the  formula  retail  controls  on  locally  owned  and  smaller  retailers  that 
are  captured  by  the  City’s  deHnition  of  formula  retail.  Examples  of  businesses  that  started  in 
San  Francisco  and  now  qualify  as  formula  retail  include  Philz  Coffee,  with  14  locations  in  the 
Bay  Area;  San  Francisco  Soup  Company,  with  16  locations  in  the  Bay  Area;  and  Pet  Food 
Express,  which  recently  reached  approximately  50  stores  in  the  Bay  Area,  Sacramento,  and 
Carmel.  In  addition,  some  small  business  advocates  have  raised  concerns  over  impacts  on  small, 
local  franchisees  - i.e.,  individuals  or  companies  who  purchase  the  right  to  use  the  trademark  and 
other  standardized  features  from  a large,  national  brand.  Examples  of  franchises  subject  to  the 
formula  retail  controls  include  restaurants  like  Subway,  Taco  Bell/KFC,  Jamba  Juice,  and 
Extreme  Pizza  and  stores  such  as  RadioShack  and  The  Great  Frame  Up. 

• Concern  that  the  expansion  of  formula  retail  is  exacerbating  the  pressures  facing  small 
retail,  restaurant,  and  personal  service  businesses  in  San  Francisco.  Small  businesses  have 
raised  a concern  that  formula  retailers  are  willing  and  able  to  pay  higher  rents  than  independent 
retailers,  contributing  to  rapidly  rising  rents  in  the  city’s  NCDs.  Stakeholders  have  also  raised 
concerns  that  some  landlords  prefer  formula  retailers  or  other  national  brands  over  independent 
retailers,  and  may  hold  retail  space  off  the  market  until  a national  tenant  can  be  found. 

• Concern  that  the  formula  retail  controls  are  contributing  to  the  challenges  that  some 
neighborhood  commercial  districts  continue  to  face  even  as  the  city’s  overall  economy  has 
expanded.  For  example,  policymakers  have  expressed  concerns  over  long-term  commercial 
vacancies  in  some  NCDs.'^  Real  estate  brokers  report  that  the  formula  retail  controls  make  it 
more  difficult  to  fill  vacancies,  particularly  of  large  spaces  (more  than  3,000  square  feet).  At  the 
same  time,  cities  across  the  country  are  finding  it  increasingly  difficult  to  fill  retail  space  with 
retail  stores  (i.e.,  businesses  selling  goods  directly  to  consumers)  as  the  number  of  potential  retail 
tenants  has  shrunk  due  to  competition  with  e-commerce  and  the  consolidation  of  national  retail 
brands.  Real  estate  professionals  have  noted  a nationwide  shift  toward  retail  uses  that  do  not 
compete  directly  with  online  sales,  such  as  restaurants,  grocery  stores,  other  food  stores,  personal 
services,  tax  preparation,  automotive  services,  and  dry  cleaners.’® 

• Growing  concern  that  new  retailers  - both  formula  and  independent  - are  increasingly 
serving  a luxury  or  high-end  market  and  do  not  serve  residents’  daily  needs.  Stakeholders  in 
some  higher-income  neighborhoods  have  observed  that  long-standing  retail  uses  that  once 
provided  affordable  goods  and  services  to  serve  residents’  “daily  needs” 
- for  example,  hardware  stores,  comer  stores,  and  laundromats  - are  being  replaced  by  new 
stores  that  predominantly  sell  high-end  “comparison  goods”  such  as  jewelry,  clothes,  shoes,  and 
furniture  that  most  households  purchase  only  occasionally  (and  tend  to  compare  before 
purchasing).  Meanwhile,  residents  of  some  lower-income  neighborhoods  have  faced  a lack  of 
affordable  grocery  stores,  drug  stores,  and  other  daily  needs-serving  establishments  for  many 
years.  At  a broad  level,  the  shift  towards  higher-end,  comparison  shopping  stores  may  in  part 
reflect  a regional  and  national  decline  in  consumer  demand  from  the  middle  class,  accompanied 
by  strong  growth  in  retail  sectors  serving  either  the  most  affluent  households  or  struggling,  low- 


As  discussed  in  Chapter  VI,  national  retailers  typically  have  better  credit  and  can  sign  longer  leases  than  locally 
owned,  independent  retailers,  reducing  the  risk  to  the  landlord  that  the  tenant  will  be  unable  to  pay  their  rent. 

San  Francisco  Budget  and  Legislative  Analyst,  “Preventing  and  Filling  Commercial  Vacancies  in  San  Francisco," 
August  20,  2013. 

ChainLinks  retail  Advisors,  FallA/Vinter  201 3 Retail  Review  & Forecast. 
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income  households.^’  More  locally,  as  rents  have  risen  in  many  of  San  Francisco’s  shopping 
districts,  daily  needs-serving  establishments  with  relatively  low  profit  margins  may  not  be  able  to 
afford  the  increased  rent  burden.  In  other  cases,  the  business  owner  may  retire,  sell  their  building 
or  lease  in  order  to  take  advantage  of  high  real  estate  prices,  or  close  shop  for  other  reasons. 

• Concerns  about  differences  in  hiring  practices  and  the  quality  of  jobs  offered  by  formula 
and  independent  retailers.  San  Francisco’s  residents  and  elected  officials  place  a high  priority 
on  providing  high-quality,  well-paying  jobs  that  employ  a diverse  range  of  residents.  Residents 
and  stakeholders  have  raised  concerns  about  whether  formula  and  independent  retailers  offer  Jobs 
of  comparable  quality  and  hire  a diverse  workforce,  and  whether  the  formula  retail  controls  have 
unintended  effects  on  overall  job  creation  in  the  city. 

In  response  to  these  and  other  concerns,  a number  of  proposals  to  revise  the  City’s  formula  retail  controls 
have  recently  come  before  the  BOS.  These  legislative  proposals  include  expanding  the  controls  to  cover 
new  areas  of  the  city,  changing  the  definition  of  formula  retail  in  certain  geographic  areas  or  citywide, 
adjusting  the  criteria  for  approving  a formula  retail  CU,  and  changing  the  notification  procedures  for  CU 
applications.  In  addition,  the  Plarming  Commission  and  Board  of  Appeals  have  made  several  recent 
policy  decisions  affecting  the  way  the  existing  formula  retail  controls  are  applied.*® 

Purpose  of  this  Report 

In  reaction  to  the  multiple  legislative  proposals  related  to  formula  retail,  the  Plarming  Commission 
directed  the  Planning  Department  to  review  and  analyze  the  overall  issue  of  formula  retail  in  San 
Francisco.  The  Planning  Department  selected  Strategic  Economics  to  conduct  this  study,  which  is 
intended  to  provide  a comprehensive,  data-driven  profile  of  San  Francisco’s  existing  formula  retail 
establishments  and  to  address  specific  economic  and  land  use  concerns  raised  by  community  members 
and  policymakers.  Department  staff  will  draw  on  the  information  in  this  report,  public  comment,  and 
other  sources  to  determine  whether  changes  to  the  definition  of  formula  retail,  the  formula  retail  CU 
process,  or  applicable  geographic  areas  of  the  City’s  formula  retail  controls  would  improve  neighborhood 
character  and  economic  vitality. 

Strategic  Economics  worked  with  Plarming  Department  staff  to  identify  the  specific  issues  that  are 
assessed  in  this  study.  The  Department  also  convened  several  focus  groups,  where  stakeholders  were 
asked  to  provide  feedback  on  potential  research  topics  and  preliminary  fmdings.  Through  this  process,  the 
following  topics  were  selected  for  in-depth  analysis: 

• The  geographic  distribution  of  existing  formula  retail  in  San  Francisco  in  relation  to  formula 
retail  controls,  neighborhood  demographics,  and  other  local  characteristics; 

• Characteristics  of  San  Francisco’s  formula  retail  establishments  (e.g.,  size  of  establishments, 
types  of  goods  sold,  headquarters  locations)  compared  to  the  city’s  independent  retail 
establishments; 

• Employment  differences  between  formula  and  independent  retail; 

• The  relationship  among  formula  retail  controls,  formula  retail  businesses,  and  the  real  estate 
market; 


Nelson  D.  Schwartz,  “The  Middle  Class  Is  Steadily  Eroding.  Just  Ask  the  Business  World.,”  The  New  York  Times, 
February  2,  2014,  http://www.nytimes.eom/2014/02/03/business/the-middle-class-is-steadily-eroding-just-ask-the- 
business-world.html. 

Chapter  II  provides  a complete  list  of  recently  adopted  or  proposed  legislation  and  policy  changes  related  to 
formula  retail. 
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• The  potential  impacts  of  changing  the  Planning  Code’s  definition  of  “formula  retail”  as  proposed 
by  several  of  the  ordinances  under  consideration  before  the  BOS;  and 

• The  functions  that  formula  retail  estabhshments  play  in  different  NCDs  throughout  the  city, 
including  formula  retail’s  role  in  serving  the  daily  needs  of  residents’  as  opposed  to  regional 
shoppers,  and  the  extent  to  which  formula  retail  adds  or  detracts  fi-om  the  aesthetic  character  and 
economic  vibrancy  of  the  city’s  NCDs. 

Report  Organization 

The  report  is  organized  mto  the  following  chapters: 

• Chapter  I (this  introduction)  provides  background  and  describes  the  purpose  of  this  report. 

• Chapter  n reviews  the  City’s  existing  and  proposed  formula  retail  controls,  including  the  volume 
and  approval  rate  of  formula  retail  CU  applications  that  have  been  submitted  since  the  controls 
went  into  effect. 

• Chapter  III  assesses  the  prevalence  of  existing  formula  retail  establishments  in  San  Francisco  and 
the  spatial  distribution  of  formula  retail  by  zoning  control  and  subarea  within  the  city. 

• Chapter  IV  discusses  the  characteristics  of  San  Francisco’s  existing  formula  retail  establishments 
in  more  detail. 

• Chapter  V analyzes  differences  in  employment  between  formula  and  independent  retail,  in  terms 
of  number  of  workers  employed,  wages,  and  benefits, 

• Chapter  VI  focuses  on  the  relationship  among  formula  retail  controls,  formula  retail  businesses, 
and  the  real  estate  market. 

• Chapter  VII  evaluates  the  potential  effect  of  changing  the  Planning  Code  definition  of  “formula 
retail.” 

• Chapter  VIE  provides  case  studies  of  the  role  that  formula  retail  plays  in  three  of  San  Francisco’s 
NCDs:  Upper  Fillmore,  Ocean  Avenue,  and  Geary  Boulevard  (14*  to  28*  Avenues). 

• Chapter  DC  provides  a concluding  summary  of  findings  from  the  analysis. 

Appendix  A discusses  in  detail  the  methodology  used  to  identify  and  characterize  established  formula 
retail  establishments.  Appendix  B provides  information  on  use  size  controls  by  zoning  district.  Appendix 
C provides  the  definitions  of  land  uses  that  Supervisor  Eric  Mar’s  proposed  legislation  would  add  to  the 
formula  retail  controls.  Appendix  D includes  additional  maps  and  tables  fi'om  the  analysis  of  demographic 
and  economic  characteristics  discussed  in  Chapter  III.  Appendix  E provides  a list  of  participants  who 
attended  the  stakeholder  focus  groups,  as  well  as  other  individuals  interviewed  as  part  of  the  study. 
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II.  SAN  FRANCISCO’S  FORMULA  RETAIL  CONTROLS 

This  chapter  provides  additional  background  on  San  Francisco’s  existing  formula  retail  controls  and  the 
various  legislative  and  policy  changes  that  have  been  proposed  or  adopted  in  recent  months.  The  chapter 
also  evaluates  the  volume  and  approval  rate  for  formula  retail  conditional  use  applications,  as  one 
indicator  of  the  effect  that  the  controls  have  had  in  limiting  formula  retail  in  San  Francisco’s 
neighborhood  commercial  districts. 

Existing  and  Proposed  Formula  Retail  Controls 

As  discussed  in  Chapter  I,  the  Board  of  Supervisors  adopted  San  Francisco’s  first  formula  retail  (FR)  use 
controls  in  2004  in  a few  specific  districts.  In  subsequent  years,  a number  of  ordinances  expanded  the 
controls  to  additional  districts.  In  2007,  San  Francisco  voters  approved  Proposition  G,  which  requires 
conditional  use  (CU)  authorizations  in  all  of  the  city’s  neighborhood  commercial  districts. 

Today,  new  formula  retail  is  prohibited  or  requires  CU  authorization  in  much  of  San  Francisco.  In 
addition  to  these  basic  controls,  additional  controls  have  been  enacted  in  some  specific  locations,  typically 
in  response  to  concerns  regarding  over-concentration  of  certain  formula  retail  uses  or  the  impacts  on 
neighborhood  character  caused  by  larger  formula  retail  stores.  Figure  II- 1 shows  the  locations  where 
formula  retail  controls  are  currently  in  place;  Figure  II-2  summarizes  specific  controls  that  apply  only  in 
certain  zoning  districts  (marked  in  dark  orange  in  Figure  II- 1). 

Under  the  current  Planning  Code,  “formula  retail”  is  defined  as  “a  type  of  retail  sales  activity  or  retail 
sales  establishment  which,  along  with  eleven  or  more  other  [i.e.,  at  least  12  total,  including  the  proposed 
establishment]  retail  sales  establishments  located  in  the  United  States,  maintains  two  or  more  of  the 
following  features:  a standardized  array  of  merchandise,  a standardized  fapade,  a standardized  decor  and 
color  scheme,  a standardized  uniform,  standardized  signage,  a trademark  or  a servicemark.”^®  Use  types 
subject  to  this  definition  generally  include  restaurants,  bars,  liquor  stores,  retail  stores  and  service 
establishments,  banks,  and  movie  theaters.  Some  uses  that  are  often  considered  retail  in  other  contexts  - 
for  example,  hair  salons,  gyms,  health  care  outlets,  gas  stations,  home  mortgage  centers,  tax  service 
centers,  and  auto  dealerships  - are  not  currently  subject  to  San  Francisco’s  formula  retail  controls.  The 
controls  apply  only  to  uses  that  have  sought  development  approvals  since  the  formula  retail  controls  were 
enacted;  existing  formula  retail  establishments  are  not  subject  to  new  restrictions  enacted  after  a property 
received  entitlements.^® 

The  formula  retail  controls  are  one  of  many  land  use  regulations  that  the  City  places  on  the  type,  scale, 
and  appearance  of  retail  activities  allowed  in  any  given  location  in  San  Francisco.  For  example,  in  most 
NCDs,  any  proposed  retail  use  over  a certain  size  (typically  between  2,000  and  4,000  square  feet)  requires 
a separate  use  size  CU  authorization.^'  The  Planning  Code  also  includes  separate  provisions  for  large- 
scale  retail;  retail  uses  over  90,000  square  feet  in  the  C-3  zoning  districts  and  50,000  square  feet  in  all 
other  zoning  districts  require  CU  authorization,  while  retail  over  120,000  square  feet  is  generally 
prohibited.^^  Other  provisions  of  the  Planning  Code  regulate  the  types  of  retail  uses  allowed  in  particular 
districts,  the  dimensions  of  retail  buildings,  and  the  size  and  appearance  of  retail  signage. 

In  2013,  a number  of  additional  legislative  and  policy  changes  to  the  formula  retail  controls  were 
proposed  or  adopted,  including  proposed  ordinances  that  would  modify  the  definition  of  formula  retail 


San  Francisco  Planning  Code,  Sections  303(i)(1),  703.3,  and  803.6(c). 

‘‘Entitlements’’  are  approvals  for  the  right  to  develop  a property  for  a desired  purpose  or  use. 
See  Appendix  B for  additional  information  on  use  size  controls  by  zoning  district. 

^ San  Francisco  Planning  Code,  Section  121.6. 
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and  expand  the  areas  in  which  controls  apply.  The  various  proposed  ordinances  would  expand  the  formula 
retail  controls  to  cover  new  areas  of  the  city;  change  the  definition  of  formula  retail  in  certain  areas  or 
citywide;  adjust  the  criteria  for  approving  formula  retail  CU  applications;  and/or  expand  noticing 
procedures  for  CU  applications.  Figures  II-3  and  II-4,  respectively,  provide  a map  and  summary  of 
proposed  or  recently  adopted  legislation  and  policy  changes. 
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Figure  II-2.  Summary  of  Existing  Specific  Formula  Retail  Controls  Applicable  in  Individual  Zoning 
Districts  


Zoning  District 

Underlying  FR  Control 

Specific  Restriction 

Fillmore  Street  NCD 
(Upper  Fillmore) 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Broadway  NCD 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Mission  Street  FR 
Restaurant  SUD 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Taraval  Street 

Restaurant  SUD 

FR  requires  a CU 

FR  Restaurants  and  Limited  Restaurants  not  permitted 

Geary  Boulevard  FR 

Pet  Store  and 

Restaurant  SUD 

FR  permitted 

FR  Pet  Supply  Store  not  permitted;  Formula  Retail 

Restaurants  and  Limited  Restaurants  not  permitted 

Taraval  Street  NCD 

FR  requires  a CU 

Trade  Shops  are  subject  to  FR  controls 

Noriega  Street  NCD 

FR  requires  a CU 

Trade  Shops  are  subject  to  FR  controls 

Irving  Street  NCD 

FR  requires  a CU 

Trade  Shops  are  subject  to  FR  controls 

WSoMa  Mixed-Use 

Office  District  (WMUO) 

FR  requires  a CU 

FR  not  permitted  if  use  is  over  25,000  square  feet 

Service/Arts/Light 
Industrial  District  (SALI) 

FR  requires  a CU 

FR  not  permitted  if  use  is  over  25,000  square  feet 

Upper  Market  NCT 

FR  requires  a CU 

CU  required  for  Limited  Financial  Services  and  Business  or 
Professional  Services  (18-month  interim  control) 

Central  Market  Area 

FR  permitted 

CU  required  for  FR  fronting  on  Market  Street  between  Sixth 
Street  and  Van  Ness  Avenue  (18-month  interim  control) 

Bayshore  Boulevard 
Home  Improvement 

SUD 

FR  permitted 

FR  over  10,000  square  feet  requires  CU 

Third  Street  Formula 
Retail  RUD 

Mixed  zoning:  in  some 
zoning  districts  within  this 
SUD  FR  requires  CU  and 
in  some  districts  FR  is 
permitted 

Any  new  FR  requires  CU 

Potrero  Center  Mixed- 
Use  SUD 

FR  requires  a CU 

Relieves  FR  requirements  for  parcels  which  would  otherwise 
require  a CU 

This  table  summarizes  the  specific  formula  retail  controls  applicable  in  certain  zoning  districts,  as  shown  in  Figure  11-1. 
Acronyms: 

FR;  Formula  retail 
CU;  Conditional  use  authorization 
NCD;  Neighborhood  Commercial  District 
NCT;  Neighborhood  Commercial  Transit  District 
SLID:  Special  Use  District 
RUD:  Restricted  Use  District 
Source:  City  and  County  of  San  Francisco,  2013. 
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Figure  II-4.  Summary  of  Recently  Proposed  or  Adopted  Changes  to  San  Francisco ’s  Formula  Retail 
Controls 


Map 

Key  (a) 

Legislative  or  Policy  Change 

Type  of 
Action 

Status 

1 

Modification  to  the  definition  of  formula  retail  in  the  Upper 

Fillmore  Neighborhood  Commercial  District  (NCD)  to  include 
retail  with  1 1 or  more  establishments  anywhere  in  the  world,  and 
establishments  where  50%  or  more  of  stock,  shares,  etc.  are  owned 
by  a formula  retail  use. 

BOS 

Ordinance 

(Farrell) 

Pending 

committee 

action 

2 

Establishment  of  the  Fillmore  Street  Neighborhood  Commercial 
District  (NCD)  between  Bush  and  McAllister  Streets.  The  proposal 
seeks  to  weight  the  community  voice  over  other  considerations, 
generally  weight  the  hearing  toward  disapproval,  legislate  a 
requirement  for  pre-application  meeting  (which  is  already  Planning 
Commission  policy),  and  codify  criteria  for  approval  related  to  the 
concentration  of  existing  formula  retail. 

BOS 

Ordinance 

(Breed) 

Referred  to 

Planning 

Department; 

Planning 

Commission 

recommended 

further  study 

3 

Establishment  of  the  Divisadero  Street  Neighborhood 

Commercial  District  (NCD)  between  Haight  and  O’Farrell  Streets. 

The  proposal  seeks  to  weight  the  community  voice  over  other 
considerations,  generally  weight  the  hearing  toward  disapproval, 
legislate  a requirement  for  pre-application  meeting  (which  is  already 
Planning  Commission  policy),  and  codify  criteria  for  approval  related 
to  the  concentration  of  existing  formula  retail. 

BOS 

Ordinance 

(Breed) 

Referred  to 

Planning 

Department; 

Planning 

Commission 

recommended 

further  study 

Establishment  of  18-month  interim  controls  on  Market  Street 

4 

between  Sixth  Street  and  Van  Ness  Avenue  (the  Central  Market 
area).  A conditional  use  authorization  is  required  for  any  formula 
retail  fronting  on  Market  Street  in  this  area. 

BOS 

Ordinance 

(Kim) 

Enacted; 

expires 

February  2015 

Referred  to 

5 

Modification  of  the  definition  of  formula  retail  in  the  Hayes- 
Gough  Neighborhood  Commercial  Transit  District  (NCT)  to 

include  retail  with  1 1 or  more  establishments  anywhere  in  the  world, 
and  establishments  where  50%  or  more  of  stock,  shares,  etc.  are 
owned  by  a formula  retail  use. 

BOS 

Ordinance 

(Breed) 

Planning 

Department; 

Planning 

Commission 

recommended 

further  study 

6 

Modification  of  zoning  controls  in  the  Third  Street  Formula 

Retail  Restricted  Use  District  (RUD)  and  expansion  of 
applicability  of  formula  retail  controls  citywide.  This  mixed-use 
district  had  some  parcels  where  CU  was  not  required  for  formula 
retail.  Now  all  parcels  in  this  RUD  require  CU  for  the  establishment  of 
CU.  Certain  changes  to  existing  entitled  formula  retail  locations 
citywide  now  trigger  the  need  for  a new  CU  hearing. 

BOS 

Ordinance 

(Cohen) 

Enacted 

7 

Creation  of  the  Fulton  Grocery  Special  Use  District  (SUD).  The 
Planning  Commission  recently  recommended  this  SUD,  which  would 
create  an  exception  to  the  current  prohibition  on  formula  retail  in  the 
Hayes  Gough  NCT  so  as  to  allow  the  Commission  to  consider  a 
formula  retail  grocer  by  CU. 

BOS 

Ordinance 

(Breed) 

Pending 
committee 
action  on 
formula  retail 
change 

N/A 

Expansion  of  the  citywide  definition  of  formula  retail  to  include 
businesses  that  have  1 1 or  more  outlets  worldwide,  and  to  include 
businesses  that  are  at  least  50%  owned  by  a formula  retail  business; 
expands  application  to  other  types  of  retail  uses  (e.g.,  “Adult 
Entertainment,”  “Automobile  Service  Station,”  “Hotel,  Tourist,” 
“Tobacco  Paraphernalia  Establishment");  requires  the  Planning 
Commission  to  consider  economic  impact  on  other  businesses  in  the 
area  as  part  of  the  CU  process;  expands  noticing  procedures  for 
formula  retail  applications. 

BOS 

Ordinance 

(Mar) 

Pending 

committee 

action 
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Map 

Key  (a) 

Legislative  or  Policy  Change 

Type  of 
Action 

Status 

N/A 

Creation  of  the  first  quantitative  basis  for  evaluating 
concentration  of  formula  retail  in  the  Upper  Market 

Neighborhood  Commercial  District  and  Neighborhood 
Commercial  Transit  District.  Planning  Department  staff  will 
recommend  disapproval  of  any  project  that  brings  the  concentration 
of  formula  retail  within  300  feet  of  the  subject  property  to  20%  or 
greater  of  total  linear  store  frontage. 

Planning 

Commission 

Policy 

Adopted 

N/A 

Board  of  Appeals  ruling.  Established  that  if  a company  has  signed 
a lease  for  a location  (even  if  the  location  is  not  yet  occupied),  the 
lease  counts  toward  the  1 1 establishments  needed  to  be  considered 
formula  retail. 

Board  of 
Appeals 
ruling 

N/A 

Amendment  of  the  San  Francisco  Public  Works  code  to  restrict 
food  trucks  that  are  associated  with  formula  retail 
establishments.  For  this  restriction,  the  formula  retail  definition 
includes  "affiliates"  of  formula  retail  restaurants,  which  includes  an 
entity  that  is  owned  by  or  has  a financial  or  contractual  agreement 
with  a formula  retail  use. 

BOS 

Ordinance 

(Wiener) 

Passed 

(a)  See  Figure  II-3. 

Acronyms: 

BOS:  Board  of  Supervisors 
CL):  Conditional  use  authorization 
N/A:  Not  applicable 

Source:  City  and  County  of  San  Francisco,  2013. 
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Formula  Retail  Conditional  Use  Applications 

San  Francisco’s  formula  retail  CU  process  is  intended  to  allow  the  Planning  Commission  to  determine 
whether  each  formula  retail  applicant  is  necessary,  desirable,  and  consistent  with  the  general  character  of 
the  neighborhood.  This  discretionary  determination  is  informed  by  public  comment  generated  by  required 
neighborhood  notifications.  Each  formula  retail  applicant  in  neighborhoods  with  controls  in  place  must 
prove  to  the  Commission  that  the  specific  business  will  improve  the  neighborhood.  In  making  this 
determination,  the  Commission  is  required  to  consider  the  following  five  criteria: 

1 . The  existing  concentrations  of  formula  retail  uses  within  the  district. 

2.  The  availability  of  other,  similar  retail  uses  within  the  district. 

3.  The  compatibility  of  the  proposed  formula  retail  use  with  the  existing  architectural  and  aesthetic 
character  of  the  district. 

4.  The  existing  retail  vacancy  rates  within  the  district. 

5.  The  existing  mix  of  citywide-serving  retail  uses  and  neighborhood-serving  retail  uses  within  the 
district. 


The  Planning  Department  has  received  approximately  100  formula  retail  conditional  use  applications 
since  the  formula  retail  regulations  went  into  effect.  Figure  II-5  shows  formula  retail  CU  applications  by 
year  filed  and  action  taken.  Figure  II-6  provides  a map  of  formula  retail  CU  applications  by  status.  Key 
findings  are  as  follows. 


Figure  II-5. Formula  Retail  Conditional  Use  Applications  by  Year  Application  Was  Filed  and  Action 
Taken,  2004-January  2014 
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Sources:  City  and  County  of  San  Francisco,  2013;  Strategic  Economics,  2014. 


Conditional  use  activity  has  varied  significantly  over  time,  following  broader  economic  trends.  In 
2007,  the  first  year  that  CU  authorizations  were  required  for  formula  retail  in  most  neighborhoods,  19 
formula  retail  CU  applications  were  filed  with  the  Planning  Department  (Figure  11-5).  During  the 
nationwide  recession  between  2008  and  2010,  formula  retail  CU  applications  fell  to  between  8 and  12  a 
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year.  As  the  economy  has  recovered,  so  have  the  number  of  formula  retail  CU  applications.  In  2013,  the 
Planning  Department  received  20  applications,  an  all-time  high.  Six  of  these  (30  percent)  have  not  yet 
been  resolved. 

Excluding  pending  applications,  75  percent  of  all  formula  retail  CU  applications  have  been 
approved.  However,  the  approval  rate  varies  from  year  to  year.  As  shown  in  Figure  11-5,  fewer  than  half 
of  formula  retail  CU  applications  that  were  submitted  in  2007  were  eventually  approved.  Since  then,  75 
percent  or  more  of  applications  have  been  approved  every  year.  Although  the  number  of  CU  applications 
appears  to  correlate  with  broader  economic  conditions,  the  approval  rate  does  not. 

The  general  decline  in  applications  and  higher  approval  rate  since  2007  may  reflect  self-selection  on 
the  part  of  formula  retailers.  The  decline  in  applications  and  increase  in  approval  rates  suggests  that 
formula  retailers  have  become  more  selective  in  submitting  CU  applications  since  the  controls  first  went 
into  effect  in  most  neighborhoods.  According  to  real  estate  brokers,  many  formula  retailers  will  not 
propose  a new  location  in  San  Francisco’s  neighborhood  commercial  districts  unless  they  feel  at  least 
somewhat  confident  that  their  CU  application  is  likely  to  be  approved.  Some  formula  retailers  are 
reportedly  unwilling  to  consider  locations  in  San  Francisco’s  neighborhood  commercial  districts  at  all.  To 
the  extent  that  the  formula  retail  CU  process  discourages  formula  retailers  from  considering  locations  in 
districts  with  controls,  the  CU  application  and  approval  rates  may  underrepresent  the  impact  of  the 
controls  in  reducing  the  prevalence  of  formula  retail. 
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III.  SAN  FRANCISCO’S  FORMULA  RETAIL:  HOW  MUCH  IS 
THERE  AND  WHERE  IS  IT  LOCATED? 


Using  data  purchased  by  the  City  and  County  of  San  Francisco  from  Dun  & Bradstreet  (D&B),  a 
commercial  vendor,  Strategic  Economics  identified,  mapped,  and  analyzed  existing  retailers  that  would 
most  likely  be  considered  “formula  retail”  if  the  businesses  were  to  propose  a new  location  in  San 
Francisco  today.^^  (As  described  in  Chapter  II,  the  City’s  formula  retail  controls  apply  only  to  applicants 
seeking  to  establish  a new  retail  location  in  certain  districts,  not  to  existing  outlets.) 

This  chapter  describes  key  findings  from  this  analysis,  which  provided  a broad  look  at  the  prevalence  of 
formula  and  independent  retail  in  San  Francisco  by  type,  and  the  spatial  distribution  of  formula  and 
independent  retail  by  zoning  control  and  subarea  within  the  city.  The  chapter  also  evaluates  formula  retail 
conditional  use  applications  by  geographic  subarea.  The  analysis  presented  in  this  chapter  was  intended  to 
answer  questions  such  as; 

• How  much  formula  retail  does  San  Francisco  already  have,  and  of  what  type? 

• How  does  the  concentration  of  formula  retail  vary  across  San  Francisco?  Understanding  the 
existing  concentration  of  formula  retail  in  different  parts  of  the  city  may  provide  some  baseline 
for  making  future  decisions  about  appropriate  concentration  levels.^'* 

• Is  formula  retail  less  prevalent  in  neighborhood  commercial  districts  and  other  zoning  districts 
where  formula  retail  controls  are  in  place? 

• In  addition  to  the  controls,  what  other  factors  might  contribute  to  the  spatial  distribution  of 
formula  retail?  For  example,  how  does  the  prevalence  of  formula  retail  correspond  with 
population  and  employment  density,  resident  incomes,  visitor  traffic,  regional  access,  and  other 
factors  that  retailers  typically  consider  in  determining  where  to  locate? 

• Which  parts  of  the  city  have  attracted  the  most  formula  retail  conditional  use  applications,  and 
how  do  formula  retail  CU  approval  rates  vary  within  the  city? 

Information  presented  in  subsequent  chapters  is  also  relevant  to  many  of  these  questions.  Chapter  IV 
provides  a more  in-depth  look  at  other  characteristics  of  San  Francisco’s  existing  formula  retail 
establishments,  including  square  footage,  headquarters  location,  and  the  number  of  outlets  in  formula 
retail  chains.  Chapter  VIII  provides  three  case  studies  that  explore  in  more  detail  the  functions  that 
formula  retail  establishments  play  in  different  neighborhood  commercial  districts,  including  formula 
retail’s  role  in  serving  the  daily  needs  of  residents’  as  opposed  to  regional  shoppers,  and  the  extent  to 
which  formula  retail  adds  or  detracts  from  aesthetic  character  and  economic  vibrancy. 

Prevalence  of  Formula  Retail  in  San  Francisco 

Key  findings  from  the  citywide  analysis  are  described  below. 

There  are  approximately  1,250  formula  retail  establishments  in  San  Francisco,  accounting  for  12 
percent  of  all  retailers.  These  are  retail  establishments  that,  if  they  were  to  propose  a new  location  in  San 
Francisco  today,  would  most  likely  be  considered  formula  retailers.  Formula  retail  occupies  an  estimated 


Appendix  A provides  a complete  description  of  the  methodology  used  to  conduct  the  analysis  and  limitations 
associated  with  the  data. 

The  existing  concentration  of  formula  retail  uses  within  a district  is  one  of  the  criteria  that  the  Planning  Commission 
is  required  to  consider  in  hearing  a request  for  a formula  retail  CU  authorization,  but  concentration  levels  have  been 
interpreted  differently  in  different  places.  The  Planning  Commission  recently  created  the  first  quantitative  measure  of 
formula  retail  concentration  in  Upper  Market,  and  some  of  the  legislation  before  the  Board  of  Supervisors  would 
codify  a quantitative  measure  of  concentration. 


Formula  Retail  Phase  II  Report 


-24- 


April  10,  2014 


DRAFT 


11.2  million  square  feet  of  building  area,  accounting  for  31  percent  of  San  Francisco’s  retail  square 
footage.  Figure  lll-l  shows  the  total  number  of  formula  and  independent  retail  establishments  and  square 
feet  by  use  type. 

In  contrast,  32  percent  of  all  retail  establishments  in  the  U.S.  are  associated  with  firms  that  include 
10  or  more  outlets/^  This  national  average  is  calculated  from  the  2007  Economic  Census,  and  does  not 
exactly  match  San  Francisco’s  definition  of  formula  retail  or  the  methodology  used  to  identify  formula 
retail  in  this  analysis.  Despite  these  caveats,  however,  formula  retail  appears  to  be  significantly  less 
prevalent  in  San  Francisco  when  compared  to  the  national  average. 

Stores  account  for  the  majority  of  San  Francisco’s  formula  retail,  followed  by  restaurants,  bars, 

and  cafes.  Nearly  percent  of  the  city’s  formula  retail  establishments  are  stores,  defined  as 
establishments  that  sell  goods  to  the  public  (e.g.,  groceries,  auto  parts,  pet  supplies,  jewelry,  etc.). 
Twenty-three  percent  are  restaurants,  bars,  or  cafes,  and  18  percent  are  bante,  credit  unions,  or  savings 
and  loans  (Figure  III-l).  The  remaining  two  percent  are  retail  services,  a category  that  includes  copy 
centers,  pet  care  (excluding  veterinary)  services,  laundromats,  and  dry  cleaners.  In  comparison,  69  percent 
of  San  Francisco’s  independent  retail  establishments  are  stores,  25  percent  are  restaurants,  6 percent  are 
retail  services,  and  less  than  1 percent  are  financial  services.  The  distribution  of  formula  and  independent 
uses  is  similar  on  a square  footage  basis. 

Banks,  credit  unions,  and  savings  and  loans  make  up  less  than  20  percent  of  the  city’s  total  formula 
retail  establishments,  but  more  than  80  percent  of  all  banking  establishments  are  formula  retailers. 

There  are  approximately  260  retail  banks,  credits  unions,  and  savings  and  loans  in  San  Francisco,  of 
which  220  are  formula  retail  (Figure  III-l). 


Figure  III-l.  Formula  and  Independent  Retail  by  Use  Type:  Number  of  Establishments  and  Square  Feet 


Use  Type 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Independent 

Retail 

% of  Total 
Independent 
Retail 

Formula 
Retail  as  a 
% of  All 
Retail 

Number  of  Establishments 

Stores 

720 

58% 

6,500 

69% 

10% 

Restaurants  & Bars 

280 

23% 

2,350 

25% 

11% 

Retail  Services 

30 

2% 

590 

6% 

4% 

Banks,  Credit  Unions,  S&L 

220 

18% 

40 

0% 

84% 

Total 

1,250 

100% 

9,480 

100% 

12% 

Square  Feet 

Stores 

6,880,200 

61% 

15,320,700 

63% 

31% 

Restaurants  & Bars 

1,911,600 

17% 

7,428,200 

30% 

20% 

Retail  Services 

230,600 

2% 

1,436,900 

6% 

14% 

Banks,  Credit  Unions,  S&L 

2,179,800 

19% 

189,000 

1% 

92% 

Total 

11,202,100 

100% 

24,374,800 

100% 

31% 

Acronyms: 

S&L. Savings  and  loans 
Columns  may  not  add  due  to  rounding. 


U.S.  Census  Bureau,  “Table  EC0744SSSZ3:  Retail  Trade:  Subject  Series  - Estab  and  Firm  Size:  Summary 
Statistics  for  Single  Unit  and  Multiunit  Firms  for  the  United  States:  2007,”  2007  Economic  Census.  Includes  all  retail 
trade  establishments  (NAICS  codes  44-45). 
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Sources;  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independentiy  verified;  aii  numbers  are  approximate. 

The  most  common  types  of  formula  retail  stores  in  San  Francisco  include  apparel  and  accessories 
stores,  pharmacies,  specialized  retail  stores,  other  health  and  personal  care  stores,  electronics  and 
appliance  stores,  and  supermarkets  and  other  grocery  stores.  Figure  III-2  shows  the  most  common 
types  of  formula  and  independent  retail  stores  (i.e.,  businesses  that  sell  goods  to  the  public)  in  San 
Francisco,  by  number  of  establishments  and  square  feet.  “Specialized  retail  stores”  include  produce,  auto 
parts,  pet  supply,  office  supply,  and  gift  stores;  the  “other  health  and  personal  care”  category  includes 
cosmetic  and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores.  Note  that  while  these  are 
the  most  common  types  of  formula  retail  stores,  there  are  many  more  independent  retailers  than  formula 
retailers  of  each  type.  For  example,  the  240  apparel  and  accessory  formula  retail  stores  account  for  just  15 
percent  of  all  apparel  and  accessory  retailers  in  the  city.  Formula  retail  accounts  for  the  highest 
percentage  of  stores  in  the  pharmacy  and  drug  store  (49  percent),  other  health  and  personal  care  store  (20 
percent),  apparel  and  accessories  (15  percent),  and  electronics  and  appliance  (15  percent)  categories. 

The  most  common  types  of  independent  stores  are  specialized  retail  stores;  apparel  and  accessories  stores; 
supermarkets  and  other  grocery  stores;  sporting  goods,  hobby,  books,  and  music  stores;  and  furniture  and 
home  furnishings  stores. 


Figure  III-2.  Most  Common  Types  of  Formula  and  Independent  Retail  Stores  in  San  Francisco 


Most  Common  Types  of  Formula  Retail 

Stores 

Number  of 
Stores 

% of  All 
Stores  in 
Category 

Square 

Feet 

% of  All 
Square 
Feet  in 
Category 

1 

Apparel  & Accessories 

240 

15% 

2,150,400 

41% 

2 

Pharmacies  & Drug  Stores 

90 

49% 

937,600 

81% 

3 

Other  Specialized  Retail  Stores 

70 

4% 

666,100 

15% 

4 

Other  Health  & Personal  Care  Stores 

60 

20% 

375,400 

39% 

5 

Electronics  & Appliances 

60 

15% 

459,300 

37% 

6 

Supermarkets  & Other  Grocery  Stores 

50 

7% 

745,800 

29% 

7 

Furniture  & Home  Furnishings 

30 

7% 

626,500 

35% 

8 

Other  Food  Stores 

30 

8% 

145,600 

16% 

9 

Convenience  & Liquor  Stores 

30 

10% 

76,900 

13% 

10 

Building  Materials  & Garden  Supplies 

30 

9% 

146,100 

16% 

% of  All 

% of  All 

Square 

Most  Common  Types  of  Independent  Retail 

Number  of 

Stores  in 

Square 

Feet  in 

Stores 

Stores 

Category 

Feet 

Category 

1 

Other  Specialized  Retail  Stores 

1,700 

96% 

3,819,200 

85% 

2 

Apparel  & Accessories 

1,410 

85% 

3,037,300 

59% 

3 

Supermarkets  & Other  Grocery  Stores 

710 

93% 

1,793,300 

71% 

4 

Sporting  Goods,  Hobby,  Book,  Music 

680 

97% 

1,623,300 

92% 

5 

Furniture  & Home  Furnishings 

430 

93% 

1,176,100 

65% 

6 

Other  Food  Stores 

340 

92% 

768,400 

84% 

7 

Electronics  & Appliances 

310 

85% 

793,600 

63% 

8 

Building  Materials  & Garden  Supplies 

270 

91% 

770,000 

84% 

9 

Other  Health  & Personal  Care  Stores 

260 

80% 

598,200 

61% 

10 

Convenience  & Liquor  Stores 

250 

90% 

530,700 

87% 

“Other  specialized  retail  stores”  include  produce,  auto  parts,  pet  supply,  office  supply,  gift  stores,  florists,  and  others. 

“Other  health  and  personal  care  stores”  include  cosmetic  and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores. 
Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Within  the  broad  categories  of  business  establishments,  there  is  significant  variation  in  the 
prevalence  of  formula  retail.  For  example,  Figure  III-3  shows  formula  retail  establishments  as  a percent 
of  all  retail  establishments  for  coffee  shops,  pharmacies,  and  grocery  stores.  While  11  percent  of  all 
restaurants  are  formula  retail,  49  percent  of  all  coffee  shops  are  formula  retail.  For  supermarkets  and 
pharmacies,  the  prevalence  of  formula  retail  varies  significantly  by  size  of  establishment.  The  vast 
majority  of  pharmacies  over  3,000  square  feet  and  supermarkets  over  10,000  square  feet  are  formula 
retailers,  while  smaller  establishments  are  much  more  likely  to  be  independent  retailers. 


Figure  III-3.  Formula  Retail  as  a Percent  of  All  Retail  in  Category:  Coffee  Shops,  Pharmacies,  and 
Grocery  Stores 


(<3,000  sq.  ft.)  {>3,000  sq.  ft.)  Stores  Grocery  Stores 

(<10,000  sq.ft.)  (>10,000  sq.ft.) 

Acronyms: 
sq.  ft.:  Square  feet 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified:  all  numbers  are  approximate. 

The  Spatial  Distribution  of  Formula  Retail 

The  prevalence  of  formula  retail  varies  significantly  not  only  by  type  of  use,  but  also  by  location  within 
the  city.  In  general,  retail  establishments  - whether  formula  or  independent  - tend  to  cluster  in 
concentrated  nodes  with  high  customer  traffic,  good  visibility,  and  easy  vehicle  and  pedestrian  access.  A 
concentration  of  retail  activity  creates  a destination  that  offers  variety  and  selection,  attracting  more 
shoppers.  In  addition  to  providing  critical  mass,  successful  shopping  districts  are  often  anchored  by  a 
large,  name-brand  retailer  (such  as  a grocery  store,  major  pharmacy,  or  department  store)  that  drives 
business  to  smaller  retailers  in  the  same  district.  A cluster  of  similar  businesses,  such  as  restaurants  or 
clothing  boutiques,  can  also  act  as  an  anchor.  In  addition  to  the  characteristics  of  the  shopping  district, 
retailers  also  typically  consider  neighborhood  population  and  employment  density,  resident  incomes, 
other  demographic  characteristics,  and  visitor  traffic  in  selecting  their  locations. 

This  section  explores  the  spatial  distribution  of  formula  retail  in  order  to  understand  how  the 
concentration  of  retail  - and  specifically  formula  retail  - varies  across  San  Francisco  in  relation  to  factors 
such  as  the  presence  of  formula  retail  controls  and  demographic  and  employment  characteristics.  Because 
San  Francisco  has  over  100  separate  zoning  districts  and  dozens  of  distinct  neighborhoods  - including 
approximately  two  dozen  named  neighborhood  commercial  districts  (NCDs)  and  neighborhood 
commercial  transit  districts  (NCTs)  - it  was  not  possible  to  study  the  concentration  of  formula  retail  for 
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each  potentially  relevant  geographic  area.  Instead,  Strategic  Economics  worked  with  City  staff  to  identify 
four  zoning  district  categories  based  on  where  formula  retail  is  subject  to  controls  and  the  predominant 
types  of  use  allowed  (commercial/mixed-use,  residential,  or  industrial),  and  nine  geographic  subareas  that 
broadly  reflect  the  mix  of  zoning  districts,  existing  land  use  characteristics,  market  conditions,  and 
demographic  characteristics  in  different  parts  of  San  Francisco.^® 

The  methodology  and  key  findings  from  the  zoning  district  and  geographic  subarea  analyses  are  described 
below. 

Formula  and  Independent  Retail  bv  Zoning  District  Category 

Figure  III-4  shows  formula  and  independent  retail  - including  number  of  establishments  and  total  square 
feet  - by  zoning  district  category.  The  four  zoning  district  categories  are: 

• Commercial/mixed-use  (MU)  zoning  districts  with  formula  retail  controls:  Includes  all  of  the 
City’s  NCDs,  as  well  as  other  predominantly  commercial  or  mixed-use  districts  where  formula 
retail  either  is  not  permitted  or  requires  a conditional  use  authorization.^’ 

• Commercial/MU  zoning  districts  with  no  formula  retail  controls:  Includes  the  City’s  community 
business  (C-2)  and  downtown  commercial  (C-3)  districts,  as  well  as  other  predominantly 
commercial  or  mixed-use  districts  where  formula  retail  is  permitted  without  conditional  use 
authorization.’*  Generally,  this  category  includes  most  of  the  Financial  District  and  the 
waterfront,  as  well  as  Stonestown  Galleria,  Park  Merced,  Mission  Bay,  and  Hunters  Point. 

• Industrial  zoning  districts  with  no  formula  retail  controls:  Includes  the  heavy  commercial  (C-M), 
light  industrial  (M-1),  and  heavy  industrial  (M-2)  districts,  as  well  as  all  production,  distribution, 
and  repair  (PDR)  districts.’^  Formula  retail  is  permitted  without  a conditional  use  authorization  in 
these  districts. 

• Residential  zoning  districts  with  formula  retail  controls:  Includes  the  City’s  predominantly 
residential  districts.*”  Formula  retail  is  not  permitted  in  these  districts. 

Key  findings  from  the  zoning  district  analysis  are  described  below. 

In  commercial/mixed-use  zoning  districts,  formula  retail  is  much  less  concentrated  in  districts  that 
have  controls  in  place  than  in  districts  that  do  not.  Formula  retailers  account  for  10  percent  of  the 
retail  establishments  and  24  percent  of  the  retail  square  feet  in  commercial/MU  districts  with  controls  in 
place.  In  comparison,  25  percent  of  the  retail  establishments  and  53  percent  of  the  retail  square  feet  in 
commercial/MU  districts  without  controls  are  formula  retail  (Figure  III-4). 

Likewise,  commercial/mixed-use  zoning  districts  with  controls  in  place  have  many  more 
independent  retailers  than  districts  without  controls.  As  shown  in  Figure  III-4,  commercial/MU 
districts  with  formula  retail  controls  have  approximately  the  same  number  of  formula  retailers  (about  600) 
as  commercial/MU  districts  with  no  controls.  However,  the  former  districts  have  many  more  independent 

An  early  version  of  the  geographic  subarea  analysis  used  the  City’s  eleven  Supervisorial  Districts  as  the  basis  for 
analysis,  to  reflect  the  nature  of  the  legislative  proposals  related  to  formula  retail.  However,  feedback  from  the 
stakeholder  focus  groups  indicated  that  the  Supervisorial  Districts  were  not  the  most  relevant  unit  of  analysis,  so  the 
subareas  were  revised  to  better  reflect  the  city’s  neighborhoods  and  retail  market  conditions. 

In  addition  to  all  NCDs,  this  category  includes  the  following  districts:  CCB,  CRNC,  CVR,  MUG,  RC-3,  RC-4,  RCD, 
RED-MX,  SALI,  UMU,  WMUG,  WMUO,  the  Japantown  SUD,  the  Western  SoMa  SUD,  and  the  Bayshore  Boulevard 
Home  Improvement  SUD. 

In  addition  to  all  C-2  and  C-3  districts,  this  category  includes  the  Hunters  Point,  Mission  Bay,  and  Park  Merced 
districts  as  well  as  MUO,  MUR,  RH  DTR,  RSD,  SB-DTR,  SLI,  SPD,  SSO,  TB  DTR,  and  UMU. 

With  the  exception  of  that  part  of  the  PDR-2  district  that  falls  within  the  Bayshore  Boulevard  Improvement  SUD. 
Includes  RH-1,  RH-2,  RH-3,  RM-1,  RM-2,  RM-3,  RM-4,  RTO,  RED,  and  RTO-M  districts. 
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retailers  (5,240  establishments,  occupying  an  estimated  13.5  million  square  feet)  compared  to  the  districts 
without  controls  (1,880  establishments,  or  5.4  million  square  feet).  As  a result,  formula  retailers  account 
for  a much  lower  percentage  of  retail  establishments  in  commercial/MU  districts  with  controls  than  in 
those  districts  without  controls. 

There  are  very  few  formula  retail  establishments  in  industrial  and  residential  zoning  districts. 

Formula  retail  accounts  for  only  six  percent  of  all  retail  establishments  in  industrial  zoning  districts  and 
two  percent  of  all  retail  establishments  in  residential  zoning  districts  (Figure  III-4). 

The  relatively  low  concentration  of  formula  retail  in  zoning  districts  with  controls  may  reflect  the 
influence  of  the  City’s  formula  retail  controls,  as  well  as  other  factors.  Other  factors  that  could  affect 
the  concentration  of  formula  retail  in  different  zoning  districts  include  the  prevalence  of  formula  retail 
before  the  controls  went  into  effect  and  the  different  retail  markets  that  various  commercial  districts  serve. 


Figure  III-4.  Formula  and  Independent  Retail  by  Zoning  District:  Number  of  Establishments  and  Square 
Feet 


%of 

Formula 

Total 

% of  Total 

Retail  as 

Formula 

Formula 

Independent 

Independent 

a % of  All 

Zoning  District  Categories 

Retail 

Retail 

Retail 

Retail 

Retail 

Number  of  Establishments 

Commercial/MU  With  FR  Controls 

570 

46% 

5,240 

55% 

10% 

Commercial/MU  No  FR  Controls 

620 

49% 

1,880 

20% 

25% 

Industrial  No  FR  Controls 

20 

2% 

370 

4% 

6% 

Residential  With  FR  Controls 

40 

3% 

1,980 

21% 

2% 

Total  (All  Districts) 

1,250 

100% 

9,470 

100% 

12% 

Square  Feet 

Commercial/MU  With  FR  Controls 

4,243,600 

38% 

13,458,700 

55% 

24% 

Commercial/MU  No  FR  Controls 

6,076,200 

54% 

5,395,400 

22% 

53% 

Industrial  No  FR  Controls 

190,900 

2% 

1,267,300 

5% 

13% 

Residential  With  FR  Controls 

691,500 

6% 

4,253,300 

17% 

14% 

Total  (All  Districts) 

11,202,100 

100% 

24,374,900 

100% 

31% 

Acronyms: 

MU:  Mixed-use 
FR:  Formula  retail 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Formula  and  Independent  Retail  by  Geographic  Subarea 

Figure  III-5  shows  the  geographic  subareas  that  were  defined  for  the  purposes  of  this  analysis.  The 
subareas  were  intended  to  generally  reflect  the  mix  of  zoning  districts,  existing  land  use  characteristics, 
market  conditions,  and  demographic  characteristics  in  different  parts  of  the  city,  and  do  not  reflect 
specific  Planning  Department  boundaries  or  other  City  policy. 

The  subarea  analysis  is  based  on  a series  of  maps,  tables,  and  charts  that  illustrate  the  following  factors: 

• Number  of  retail  establishments  per  1,000  residents  (Figure  111-6). 

• Prevalence  of  formula  and  independent  retail  by  geographic  subarea  (Figure  111-7)  and  zoning 
district  category  (Figure  111-8). 

• Concentration  of  formula  retail,  measured  as  formula  retail  establishments  as  a percentage  of  total 
retail  establishments  per  square  mile  (Figure  111-9). 

• Formula  retail  conditional  use  applications  by  geographic  subarea  (Figure  111- 1 0). 

• Spatial  distribution  of  selected  retail  types  - grocery  stores,  restaurants  and  bars,  and  apparel  and 
accessories  stores  - that  exemplify  different  retail  location  patterns  (Figures  111-11,  111-12,  and 
IIP  13). 

This  section  also  incorporates  information  on  population  and  employment  density,  resident  incomes,  and 
visitor  traffic  (as  indicated  by  density  of  hotels).^^  Appendix  D provides  the  complete  set  of  demographic 
and  employment  maps  and  tables  prepared  for  this  analysis,  along  with  maps  of  total  existing  retail 
establishments  (formula  and  independent)  per  square  mile  and  formula  retail  establishments  per  square 
mile.  In  addition  to  this  data  analysis,  the  section  also  incorporates  qualitative  findings  drawn  from 
discussions  with  stakeholders  and  Strategic  Economics’  understanding  of  the  San  Francisco  retail  market. 

Key  findings  are  described  below  in  three  sub-sections  that  respectively  discuss  the  concentration  of  retail 
and  prevalence  of  formula  retail  by  subarea,  formula  retail  conditional  use  authorizations  by  subarea,  and 
the  special  distribution  of  selected  retail  types. 


Treasure  Island  was  excluded  from  the  subarea  analysis  because  there  are  no  formula  retail  establishments  on  the 
island. 

The  case  studies  in  Chapter  VIII  explore  a wider  range  of  demographic  factors  in  more  detail. 
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Strategic  Economics,  2014. 

Data:  City  and  County  of  San  Francisco,  2013. 


Concentration  of  Retail  and  Prevalence  of  Formula  Retail  by  Geographic  Subarea 
The  following  findings  discuss  the  concentration  of  retail  and  prevalence  of  formula  retail  by  subarea,  in 
relation  to  factors  such  as  population  and  employment  density,  resident  income,  visitor  traffic,  and  the 
presence  of  formula  retail  controls.  These  demographic  and  neighborhood  characteristics  are  factors  that 
retailers  often  consider  in  selecting  locations,  and  therefore  help  explain  why  formula  retail  is  more 
concentrated  in  some  locations  than  in  others. 

Downtown  has  a large  total  amount  of  retail  and  a significantly  higher  concentration  of  formula 
retail  compared  to  the  other  subareas.  Downtown  has  an  average  of  48  total  retail  establishments  per 
1,000  residents  (Figure  III-6),  reflecting  the  many  non-resident  workers,^^  regional  shoppers,  and  tourists 
that  this  subarea  attracts  as  San  Francisco’s  central  business  district  and  a “regional  center  for  comparison 
shopper  retailing  and  direct  consumer  services.”^'*  Consistent  with  the  City’s  vision  of  Downtown  as  a 
regional  shopping  destination,  larger  use  sizes  (up  to  90,000  square  feet  in  the  C-3  District)  are  permitted 
than  in  the  NCDs,  and  formula  retail  is  not  subject  to  controls  in  most  parts  of  the  subarea. 


67  percent  of  Downtown  workers  commute  in  from  outside  of  San  Francisco,  significantly  higher  than  the  citywide 
average  (59  percent  of  ail  workers  employed  in  San  Francisco  live  outside  the  city). 

San  Francisco  Planning  Code,  Section  210.3.  C-3  Districts:  Downtown  Commercial. 
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Downtown  also  has  a particularly  high  concentration  of  formula  retail,  accounting  for  22  percent  of  all 
retail  establishments  - more  than  twice  the  percentage  in  any  other  subarea  (Figure  111-7).  In  keeping  with 
the  absence  of  formula  retail  controls  in  this  subarea,  90  percent  of  formula  retail  establishments  are 
located  in  commercial/MU  districts  with  no  controls  (Figure  111-8).  Within  Downtown,  formula  retail  is 
particularly  highly  concentrated  in  regional  shopping  and  entertainment  destinations  such  as  Union 
Square,  the  Westfield  Centre,  the  Financial  District,  and  the  waterfront  (Figure  111-9). 

Like  Downtown,  South  of  Market  (SoMa)  has  a relatively  large  amount  of  retail  compared  to  the 
subarea’s  population,  and  a high  share  of  formula  retail  establishments.  After  Downtown,  SoMa  has 
the  second  highest  ratio  of  retail  to  population,  at  23  retail  establishments  per  1,000  residents  (Figure  111- 
6).  The  significant  amount  of  retail  in  SoMa  may  reflect  residents'  high  incomes  (the  average  household 
income  in  SoMa  is  $139,890,  compared  to  the  citywide  average  of  $107,560).  SoMa  also  attracts  visitors 
to  attractions  such  as  AT&T  Park  and  the  Yerba  Buena  Center.  Formula  retail  accounts  for  12  percent  of 
all  retail  establishments  in  SoMa,  more  than  all  other  subareas  except  Downtown  and  the  Western 
Neighborhoods  (Figure  III-7).  In  addition  to  the  demographics  and  visitor  attractions,  formula  retailers 
may  also  be  drawn  to  parts  of  this  subarea  that  are  characterized  by  the  availability  of  large,  modem 
storefronts  with  off-street  parking  and  convenient  freeway  and  transit  access.  Most  of  the  commercial 
areas  in  SoMa  are  not  subject  to  formula  retail  controls,  and  some  of  the  controls  that  are  in  place  were 
implemented  as  recently  as  2013.  Slightly  more  than  half  (56  percent)  of  formula  retail  in  the  subarea  is 
located  in  zoning  districts  with  no  controls  (Figure  III-8). 

The  Northern  Neighborhoods  subarea  has  the  highest  total  number  of  retailers,  reflecting  this 
subarea’s  high  population  density,  high  household  incomes,  and  significant  visitor  traffic.  As  shown 
in  Figure  ni-6,  the  Northern  Neighborhoods  have  the  most  total  retail  establishments  in  the  city  (2,250), 
or  21  retail  establishments  per  1,000  residents.  Retailers  are  likely  attracted  to  this  subarea’s  high 
population  density  (49  persons  per  acre,  compared  to  an  average  of  3 1 persons  per  acre  for  the  city  as  a 
whole),  high  average  household  income  ($124,150,  compared  to  $107,560  for  the  city  overall),  and 
significant  visitor  traffic  (the  Northern  Neighborhoods  have  the  second  highest  number  of  hotels  in  the 
city,  after  Downtown). 

Figure  III-6.  Total  Retail  Establishments  per  1,000  Residents 


Total  Retail 

Total  Retail  Total  Establishments  per 

Establishments Population 1,000  Residents 


Downtown 

1,970 

41,009 

48 

Northern  Neighborhoods 

2,250 

106,816 

21 

Western  Neighborhoods 

1,730 

184,950 

9 

South  of  Market 

700 

30,026 

23 

Southern  Neighborhoods 

1,190 

199,097 

6 

Central  City 

930 

70,162 

13 

Mission/Potrero 

970 

56,381 

17 

Castro/Mid-Market 

470 

31,313 

15 

Twin  Peaks 

480 

58,680 

8 

Total 

10,730 

806,149 

13 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  U.S.  Census  Bureau,  2008-2012  American  Community  Survey;  Strategic  Economics,  2014. 
Based  on  Dun  & Bradstreet  business  data  that  have  not  been  independently  verified;  all  numbers  are  approximate. 
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Figure  III-7.  Formula  and  Independent  Retail  by  Geographic  Subarea:  Number  of  Establishments  and 
Square  Feet,  2012 


Subareas 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Independent 

Retail 

% of  Total 
Independent 
Retail 

Formula 
Retail  as  a % 
of  All  Retail 

Number  of  Establishments 

Downtown 

430 

34% 

1,540 

16% 

22% 

Northern  Neighborhoods 

220 

18% 

2,030 

21% 

10% 

Western  Neighborhoods 

210 

17% 

1,520 

16% 

12% 

South  of  Market 

80 

7% 

• 620 

7% 

12% 

Southern  Neighborhoods 

80 

6% 

1,110 

12% 

7% 

Central  City 

70 

6% 

860 

9% 

8% 

Mission/Potrero 

60 

5% 

910 

10% 

6% 

Castro/Mid-Market 

40 

3% 

430 

5% 

9% 

Twin  Peaks 

40 

3% 

440 

5% 

8% 

Total  (All  Subareas) 

1,250 

100% 

9,480 

100% 

12% 

Square  Feet 

Downtown 

4,409,300 

39% 

4,160,200 

17% 

51% 

Northern  Neighborhoods 

1,902,600 

17% 

5,160,500 

21% 

27% 

Western  Neighborhoods 

1,622,800 

14% 

3,633,200 

15% 

31% 

South  of  Market 

891,700 

8% 

1,873,400 

8% 

32% 

Southern  Neighborhoods 

639,500 

6% 

2,754,600 

11% 

19% 

Central  City 

525,300 

5% 

2,168,500 

9% 

20% 

Mission/Potrero 

497,300 

4% 

2,415,800 

10% 

17% 

Castro/Mid-Market 

373,600 

3% 

1,158,600 

5% 

24% 

Twin  Peaks 

326,900 

3% 

999,000 

4% 

25% 

Total  (All  Subareas) 

11,202,100 

100% 

24,374,800 

100% 

31% 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


While  the  Northern  Neighborhoods  subarea  has  a high  number  of  total  retail  establishments, 
formula  retail  accounts  for  a slightly  lower-than-average  percentage  of  all  retail  in  this  subarea. 
Formula  retail  accounts  for  10  percent  of  all  the  retail  establishments  in  the  Northern  Neighborhoods, 
slightly  lower  than  the  citywide  average  of  12  percent  (Figure  III-7).  However,  there  are  specific  locations 
within  the  Northern  Neighborhood  where  formula  retail  is  more  concentrated.  About  40  percent  of 
formula  retail  in  the  Northern  Neighborhoods  is  located  in  places  without  controls  (Figure  III-8),  mainly 
at  well-known,  waterfront  tourist  destinations  such  as  Ghirardelli  Square  and  Fisherman’s  Wharf  Certain 
neighborhood  commercial  districts  such  as  Lombard  Street,  Union  Street,  Polk  Street,  and  Upper  Fillmore 
also  have  slightly  above  average  concentrations  of  formula  retail  (Figure  1II-9).  These  NCDs  serve 
neighborhoods  with  particularly  high  population  densities  and  average  resident  incomes,  and  are  also 
increasingly  becoming  known  as  regional  shopping  destinations. 

The  Western  Neighborhoods  subarea  has  a relatively  high  share  of  formula  retail  establishments, 
concentrated  at  major  shopping  centers.  Although  the  Western  Neighborhoods  have  a lower-than- 
average  number  of  retailers  compared  to  the  subarea’s  overall  population  (9  retailers  per  1,000  residents, 
as  shown  in  Figure  III-6),  approximately  12  percent  of  retailers  in  the  subarea  are  formula  - the  citywide 
average,  but  a higher  share  than  in  most  other  subareas.  Within  the  Western  Neighborhoods,  formula 
retail  is  concentrated  at  shopping  centers  such  as  Laurel  Village  Shopping  Center,  the  intersection  of 
Geary  and  Masonic  (north  of  Golden  Gate  Park),  Stonestown  Galleria  and  Lakeside  Plaza  (south  of  Sloat 
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Boulevard).  With  the  exception  of  Stonestown  Galleria,  formula  retail  requires  a conditional  use 
authorization  in  all  of  these  shopping  centers.  Stonestown  Galleria  accounts  for  approximately  30  percent 
of  formula  retail  establishments  in  the  subarea  (Figure  111-8).^^ 

In  all  other  subareas,  formula  retail  accounts  for  less  than  10  percent  of  all  retail  establishments.  In 
the  Southern  Neighborhoods,  Central  City,  Mission/Potrero,  Castro/Mid-Market,  and  Twin  Peaks 
subareas,  formula  retail  accounts  for  less  than  10  percent  of  all  establishments  and  no  more  than  25 
percent  of  all  retail  square  feet  (Figure  III-7).  These  subareas  differ  significantly  in  their  demographic  and 
market  conditions.  However,  in  all  five  subareas,  most  of  the  commercial  development  is  located  in 
neighborhood  commercial  districts  which  have  had  formula  retail  controls  in  place  since  at  least  2007. 
NCDs  are  intended  as  mixed-use  corridors  that  support  neighborhood-serving  commercial  uses  on  lower 
floors  and  housing  above.  These  districts  typically  provide  convenience  goods  and  services  to  the 
surrounding  neighborhoods  as  well  as  limited  comparison  shopping  goods  for  a wider  market. 

Most  commercial  areas  in  the  Southern  Neighborhoods,  Central  City,  Mission/Potrero, 
Castro/Mid-Market,  and  Twin  Peaks  subareas  are  subject  to  formula  retail  controls.  Reflecting  this 
fact,  formula  and  other  retail  establishments  in  these  subareas  are  primarily  located  in  neighborhood 
commercial  districts  and  other  areas  that  are  subject  to  formula  retail  controls  (Figure  111-8). 


Figure  III-8.  Formula  Retail  Establishments  by  Geographic  Subarea  and  Zoning  District  Category,  2012 


Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Stonestown  Galleria  and  Park  Merced  are  the  only  other  commercial/MU  districts  in  the  Western  Neighborhoods 
that  are  not  subject  to  formula  retail  controls.  However,  very  little  retail  of  any  kind  is  currently  located  at  Park  Merced. 
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Formula  Retail  CU Applications  by  Geographic  Subarea 

This  section  describes  formula  retail  CU  application  and  approval  rates  by  geographic  subarea. 

The  Western  Neighborhoods  have  attracted  the  most  formula  retail  CU  applications,  reflecting  the 
many  shopping  centers  in  this  subarea.  As  shown  in  Figure  111-9,  the  Western  Neighborhoods  have 
attracted  24  formula  retail  CU  applications,  accounting  for  nearly  a quarter  of  all  such  applications  in  the 
city.  Of  those  applications  that  have  been  resolved,  82  percent  have  been  approved.  Many  of  the  formula 
retail  CU  applications  in  this  subarea  are  located  in  shopping  centers  such  as  Lakeside  Plaza,  Laurel 
Village,  and  Geary  and  Masonic,  where  they  are  typically  approved.  However,  Geary  Boulevard,  Clement 
Street,  Irving  Street,  and  Noriega  Street  have  also  attracted  some  CUs  over  the  years,  with  more  mixed 
approval  rates  (see  Figure  II-6  in  Chapter  II  for  a map  of  CUs  by  action  taken). 

The  Northern  Neighborhoods,  Central  City,  Southern  Neighborhoods,  and  Castro/Mid-Market 
have  each  attracted  more  than  a dozen  formula  retail  CU  applications,  while  the  other  subareas 
have  only  attracted  a handful.  Note  that  in  most  of  Dovratown  and  SoMa,  formula  retail  does  not 
require  a CU  authorization.  There  does  not  appear  to  be  a direct  correlation  between  number  of 
applications  and  demographics  at  the  subarea  level.  For  example,  of  the  four  subareas  with  the  highest 
application  rates,  the  Northern  Neighborhoods  and  Castro/Mid-Market  subareas  have  average  household 
incomes  that  are  above  the  citywide  average,  while  the  Central  City  and  Southern  Neighborhoods  have 
below-average  household  incomes. 

Formula  retail  CU  application  approval  rates  are  lowest  in  the  Southern  Neighborhoods, 
Castro/Mid-Market,  and  Mission/Potrero  subareas.  In  most  subareas,  at  least  75  percent  of  all  formula 
retail  CU  applications  have  been  approved.  However,  in  the  Southern  Neighborhoods,  Castro/Mid- 
Market,  and  Mission/Potrero  subareas,  fewer  than  70  percent  have  been  approved  (Figure  III-9).  While  all 
three  of  these  subareas  also  have  relatively  low  concentrations  of  existing  formula  retail  establishments 
(Figure  III-7),  the  subareas  otherwise  vary  significantly  in  terms  of  market  conditions  and  demographics. 
The  low  approval  rates  may  reflect  prevailing  community  sentiment,  rather  than  any  quantifiable 
characteristics  that  the  three  subareas  share. 


Figure  III-IO.  Formula  Retail  Conditional  Use  Applications  by  Geographic  Subarea  and  Action  Taken 


Subarea 

App- 

roved 

Disapp- 

roved 

Action  Taken 

With-  Pen- 

drawn  ding 

Total 

Applications 

%of 

Citywide 

Total 

Applications 

% 

Approved 
in  Subarea 
(a) 

Western  Neighborhoods 

18 

2 

2 

2 

24 

23% 

82% 

Northern  Neighborhoods 

13 

4 

17 

16% 

76% 

Central  City 

9 

1 

2 

4 

16 

15% 

75% 

Southern  Neighborhoods 

10 

5 

15 

14% 

67% 

Castro/Mid-Market 

7 

3 

1 

1 

12 

12% 

64% 

Mission/Potrero 

5 

1 

2 

8 

8% 

63% 

Downtown 

4 

4 

4% 

100% 

South  of  Market 

3 

1 

4 

4% 

75% 

Twin  Peaks 

3 

1 

4 

4% 

100% 

Total 

72 

12 

12 

8 

104 

100% 

75% 

(a)  Excluding  pending  applications 

Sources:  City  and  County  of  San  Francisco,  2013;  Strategic  Economics,  2014. 
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Spatial  Distribution  of  Selected  Retail  Types 

The  following  findings  describe  how  selected  types  of  retailers  - including  both  formula  and  independent 
retail  - are  distributed  across  the  city  in  relation  to  factors  that  retailers  often  consider  in  selecting  their 
locations.  The  three  retail  use  types  discussed  below  were  selected  to  illustrate  the  distinct  location 
patterns  of  different  types,  of  retail.  Apparel  and  accessories  stores  sell  “comparison  goods”  - products 
like  clothes,  shoes,  furniture,  and  cars  - that  shoppers  like  to  test  and  compare  before  purchasing.  Grocery 
stores,  on  the  other  hand,  serve  residents’  daily  needs.  Depending  on  their  price  point  and  location, 
restaurants  and  bars  can  either  draw  residents  and  workers  on  a daily  basis,  or  serve  as  a special 
destination  for  visitors,  shoppers,  residents,  and  workers.  As  discussed  below,  these  different  functions 
lead  to  distinct  spatial  patterns. 

Comparison  retailers,  such  as  apparel  and  accessories  stores,  are  especially  likely  to  cluster 
together  in  concentrated  nodes.  Comparison  retailers  are  particularly  likely  to  benefit  from  co-locating 
with  similar  retailers  in  destinations  where  shoppers  can  walk  from  store  to  store,  particularly  in  locations 
that  benefit  from  strong  regional  accessibility,  high  population  densities  and  household  incomes,  and/or 
significant  visitor  traffic.  For  example.  Figure  III-9  shows  how  both  independent  and  formula  apparel  and 
accessory  stores  tend  to  cluster,  but  formula  retail  is  particularly  concentrated  in  specific  locations.  The 
vast  majority  of  formula  retail  apparel  and  accessory  stores  are  located  in  the  Union  Square/Westfield 
Centre  area  of  Downtown.  Union  Square  is  the  city’s  premier  retail  destination,  known  for  its  luxury 
boutiques  and  high-end  department  stores.  With  its  central  location  and  excellent  transit  access,  the 
district  draws  many  tourists  and  shoppers  from  across  the  city  and  region.  There  are  no  formula  retail 
controls  in  place  in  this  part  of  Downtown. 

There  are  also  a number  of  neighborhood  commercial  districts  with  apparel  and  accessory  clusters.  Most 
of  these  districts  require  a conditional  use  authorization  for  new  formula  retail,  and  tend  to  have  a mix  of 
both  formula  and  independent  apparel  and  accessory  stores  as  well  as  other  stores  (e.g.,  shoes,  home 
furnishings)  and  restaurants.  In  the  Northern  Neighborhoods,  high-end  shopping  districts  such  as  North 
Beach,  Chestnut  Street,  Union  Street,  and  Upper  Fillmore  offer  a range  of  apparel  and  accessory  stores, 
home  furnishings,  and  other  specialty  items.  These  districts  benefit  from  strong  local  buying  power 
(reflected  in  high  local  population  densities  and  high  average  household  incomes)  as  well  as  significant 
visitor  traffic.  Other  neighborhood  shopping  districts  with  strong  concentrations  of  accessory  and  apparel 
stores,  such  as  Mission  Street,  serve  more  moderate  income  parts  of  the  city  and  offer  more  affordable 
products. 
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Retailers  that  serve  daily  needs,  such  as  grocery  stores,  are  more  evenly  dispersed  in  neighborhood 
commercial  districts  - although  some  low-income  areas  like  the  Tenderloin  and  Bayview  are  less- 
well  served  by  full-service  supermarkets.  Figure  III- 12  shows  formula  and  independent  grocery  stores 
by  size  (greater  or  fewer  than  10,000  square  feet).  Grocery  stores  often  serve  as  anchors  for  clusters  of 
convenience-oriented  retail  that  draw  from  a local  market,  typically  within  a one-mile  radius.  While  both 
independent  and  formula  grocery  stores  are  located  throughout  the  city,  they  are  more  concentrated  in  the 
northeastern  subareas  where  population  densities  are  highest  (the  Northern  Neighborhoods,  Central  City, 
Downtown,  Castro/Mid-Market,  and  Mission/Potrero).  Less  densely  populated  areas  in  the  Southern  and 
Western  Neighborhoods  have  fewer  grocery  stores.  For  example,  there  are  nearly  2 grocery  stores  for 
every  1,000  residents  in  the  Northern  Neighborhoods  and  1.4  grocery  stores  per  1,000  residents  in 
Mission/Potrero.  In  comparison,  there  are  approximately  0.6  grocery  stores  for  every  1,000  residents  in 
the  Southern  and  Western  Neighborhoods.^^  Downtown  and  the  Southern  Neighborhoods  have  a 
particularly  low  concentration  of  formula  retail  grocery  stores,  which  tend  to  be  significantly  larger  than 
independent  grocers  and  may  offer  a wider  range  of  fresh  produce  and  health  foods.^’ 

Restaurants  and  bars  are  also  distributed  across  the  city,  though  they  are  particularly  concentrated 
in  Downtown  and  the  Northern  Neighborhoods.  As  shown  in  Figure  III-13,  there  is  a significant 
concentration  of  formula  and  independent  restaurants  in  Downtown  and  the  Northern  Neighborhoods, 
likely  serving  residents.  Downtown  workers,  and  visitors  who  come  to  shop  or  stay  at  the  many  hotels  in 
these  subareas.  However,  most  of  the  city’s  neighborhood  commercial  districts  have  a number  of  both 
formula  and  independent  restaurants. 


The  citywide  average  is  0.9  grocery  stores  per  1,000  residents. 

As  discussed  above,  more  than  80  percent  of  all  medium  and  large  grocery  stores  (over  10,000  square  feet)  in  San 
Francisco  are  formula  retail. 
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Figure  III-12.  Formula  and  Independent  Grocery  Stores,  2012 
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Summary  of  Findings 

Formula  retail  accounts  for  12  percent  of  all  retail  establishments  in  San  Francisco  and  3 1 percent  of  the 
city’s  total  retail  square  footage.  Although  exactly  comparable  numbers  for  other  cities  are  not  available, 
formula  retail  appears  to  be  significantly  less  prevalent  in  San  Francisco  compared  to  the  national 
average.  In  the  U.S.  overall,  32  percent  of  all  retail  establishments  are  associated  with  firms  that  include 
10  or  more  outlets.^* 

In  general,  the  spatial  distribution  of  formula  retail  is  highly  correlated  with  the  spatial  distribution  of 
independent  retail,  indicating  that  formula  retail  location  decisions  remain  strongly  influenced  by  the 
propensity  of  retailers  to  cluster  in  concentrated  nodes  with  high  customer  traffic,  good  visibility,  and 
easy  vehicle  and  pedestrian  access. 

However,  formula  retail  is  generally  much  less  concentrated  in  districts  that  have  controls  in  place  than  in 
districts  that  do  not.  Formula  retail  is  most  highly  concentrated  in  Downtown,  SoMa,  and  the  northeastern 
waterfront.  These  areas  are  least  regulated,  and  also  attract  significant  numbers  of  visitors  and  workers 
from  elsewhere  in  the  city  and  region.  In  contrast,  while  the  Western  Neighborhoods  also  have  a 
significant  concentration  of  formula  retail,  formula  retail  in  this  subarea  tends  to  cluster  in  shopping 
centers,  including  those  where  new  formula  retail  requires  a CU  authorization  - such  as  Lakeshore  Plaza, 
the  Laurel  Village  Shopping  Center,  and  Geary  and  Masonic  - as  well  as  in  Stonestown  Galleria,  where 
formula  retail  is  not  regulated.  There  are  also  significant  concentrations  of  formula  retail  in  NCDs  in  the 
Northern  Neighborhood  subarea,  such  as  Union  Street,  Polk  Street,  and  Upper  Fillmore.  These  NCDs 
serve  neighborhoods  with  particularly  high  population  densities  and  average  resident  incomes,  and  are 
also  increasingly  becoming  known  as  regional  shopping  destinations.  Formula  retail  is  less  concentrated 
in  most  of  the  rest  of  the  city,  where  most  of  the  commercial  development  is  located  in  NCDs  that  have 
had  formula  retail  controls  in  place  since  at  least  2007. 

This  difference  suggests  that  the  City’s  formula  retail  controls  may  be  successfully  limiting  the  amount  of 
formula  retail  in  the  city’s  neighborhood  commercial  districts,  although  other  factors  are  also  influencing 
the  prevalence  of  formula  retail  in  different  neighborhoods.  For  example,  given  that  the  City  has  only 
received  approximately  100  formula  retail  CU  applications  since  the  first  controls  went  into  effect  in 
2004,  the  prevalence  of  formula  retail  in  most  neighborhoods  today  strongly  reflects  conditions  before  the 
controls  went  into  effect.  The  implementation  of  controls  in  certain  neighborhoods  could  also  have  had 
the  effect  of  pushing  new  formula  retail  into  areas  that  are  not  regulated,  such  as  Downtown  and  most  of 
SoMa. 


U.S.  Census  Bureau,  “Table  EC0744SSSZ3:  Retail  Trade:  Subject  Series  - Estab  and  Firm  Size:  Summary 
Statistics  for  Single  Unit  and  Multiunit  Firms  for  the  United  States:  2007,"  2007  Economic  Census.  Includes  all  retail 
trade  establishments  (NAICS  codes  44-45). 
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IV.  CHARACTERISTICS  OF  SAN  FRANCISCO’S  FORMULA 
RETAIL 

This  chapter  examines  San  Francisco’s  existing  formula  retail  establishments  in  more  depth,  providing 
additional  information  on  characteristics  of  the  city’s  retail  including: 

• Size  (square  feet)  of  formula  retail  establishments,  compared  to  independent  retailers; 

• Most  common  types  of  formula  retail  uses,  compared  to  independent  retailers; 

• Headquarters  locations  of  formula  retailers;  and 

• Number  of  outlets  in  formula  retail  chains. 

Most  of  the  analysis  described  below  compared  the  commercial/mixed-use  (MU)  districts  with  formula 
retail  controls  to  those  commercial/MU  districts  without  controls.  This  analysis  was  intended  to  shed 
light  on  how  formula  retail  establishments  compared  to  independent  retail  establishments  in  terms  of 
business  size  and  the  types  of  goods  and  services  they  provide,  and  to  explore  how  the  presence  of 
formula  retail  controls  is  correlated  with  the  size,  type  of  use,  and  other  characteristics  of  formula  retail 
establishments.  The  findings  described  in  this  chapter  also  shed  light  on  some  of  the  issues  that 
stakeholders  have  raised  about  the  impacts  of  the  City’s  formula  retail  controls  on  small  and  locally 
owned  businesses. 

The  findings  described  in  this  chapter  are  based  on  the  2012  Dun  & Bradstreet  dataset,  and  are  therefore 
subject  to  the  limitations  of  the  data  discussed  in  Appendix  A. 

Size  of  Establishments 

Figure  IV- 1 compares  the  distribution  of  store  sizes  for  formula  and  independent  retail  establishments. 
Figure  IV-2  compares  store  sizes  of  formula  retail  establishments  located  in  commercial/MU  districts 
with  and  without  formula  retail  controls  in  place.  Key  findings  include  the  following. 

On  average,  formula  retail  establishments  are  larger  than  independent  retailers.  The  median 
establishment  size  for  formula  retailers  in  6,500  square  feet,  compared  to  2,200  square  feet  for 
independent  retailers.  Overall,  nearly  85  percent  of  formula  retailers  occupy  more  than  3,000  square  feet, 
while  80  percent  of  independent  retailers  occupy  3,000  square  feet  or  less  (Figure  lV-1). 

Approximately  10  formula  retailers  and  5 independent  retailers  are  over  50,000  square  feet,  the 
threshold  for  San  Francisco’s  large-scale  retail  controls.  In  addition  to  the  City’s  formula  retail 
controls,  the  Planning  Code  includes  a separate  conditional  use  requirement  for  large-scale  retail;  retail 
uses  over  90,000  square  feet  in  the  C-3  zoning  districts  and  50,000  square  feet  in  all  other  zoning  districts 
require  CU  authorization,  while  retail  over  120,000  square  feet  is  generally  prohibited.'’®  Fewer  than  one 
percent  of  existing  formula  retail  establishments  exceed  the  50,000-square-foot  threshold. 

Formula  retail  establishments  in  commercial/mixed-use  districts  with  controls  tend  to  be  slightly 
smaller  than  in  commercial/mixed-use  districts  without  controls.  The  median  formula  retail 


See  Chapter  III  for  a description  of  the  commercial/MU  zoning  district  categories.  The  industrial  and  residential 
zoning  district  categories  have  too  few  formula  retail  establishments  to  produce  robust  results  for  some  of  the  more 
detailed  factors  discussed  below.  As  discussed  above  in  Chapter  III,  the  data  shown  throughout  this  report  have  been 
aggregated  in  order  to  ensure  that  the  results  are  robust.  In  general,  statistics  based  on  fewer  than  20  establishments 
were  considered  unreliable  and  are  not  shown. 

San  Francisco  Planning  Code,  Section  121.6. 
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establishment  size  in  the  commercial/MU  districts  with  controls  is  6,400  square  feet,  compared  to  6,900 
square  feet  in  commercial/MU  districts  with  controls,  6,100  square  feet  in  industrial  districts,  and  4,000 
square  feet  in  residential  districts.  Commercial/MU  districts  with  controls  also  tend  to  have  fewer  formula 
retail  establishments  over  10,000  square  feet  and  more  establishments  occupying  3,000  square  feet  or  less 
compared  to  districts  without  controls  (Figure  IV-2). 

Figure  IV-1.  Formula  and  Independent  Retail  Establishments  by  Store  Size 


10,000  20,000  50,000  50,000 

Size  of  Establishment  (Square  Feet) 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 

Figure  IV-2.  Formula  Retail  Establishments  by  Store  Size:  Commercial/Mixed-Use  Zoning  Districts  with 
and  without  Formula  Retail  Controls 


70% 


3,000  or  less  3,001-  10,001-  20,001-  More  than  Unknown 

10,000  20,000  50,000  50,000 

Size  of  Establishment  (Square  Feet) 


Acronyms: 

MU:  Mixed-use 
FR:  Formula  retail 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Types  of  Uses 

Figure  IV-3  compares  formula  retail  use  types  in  commercial/MU  districts  with  and  without  controls. 
Figures  IV-4  and  IV-5  show  the  most  common  types  of  formula  and  independent  stores  (i.e.,  businesses 
that  sell  goods  to  the  public)  in  commercial/MU  districts  with  and  without  controls,  respectively.  Key 
findings  about  types  of  formula  retail  are  described  below. 

Compared  to  commercial/mixed-use  districts  without  controls,  commercial/mixed-use  districts  with 
controls  have  fewer  formula  retail  stores  and  more  formula  retail  banks.  There  are  approximately 
290  formula  retail  stores  in  commercial/MU  districts  with  controls,  accounting  for  51  percent  of  formula 
retail  establishments  and  8 percent  of  all  stores  in  those  districts  (Figure  IV-3).  In  commercial/MU 
districts  without  controls  there  are  390  formula  retail  stores,  accounting  for  63  percent  of  formula  retail 
establishments  and  23  percent  of  all  stores.  In  contrast,  the  majority  of  formula  banks  are  located  in 
commercial/MU  districts  with  controls  (140,  compared  to  80  in  districts  without  controls).'*'  On  a square- 
footage  basis,  the  distribution  of  formula  retail  use  types  is  more  similar;  in  both  types  of  commercial/MU 
districts,  stores  account  for  about  60  percent  of  formula  retail  square  feet,  banks  account  for  about  20 
percent,  restaurants  and  bars  account  for  slightly  less  than  20  percent,  and  retail  services  make  up  the 
remainder. 


Figure  IV-3.  Formula  Retail  Establishments  by  Use  Type:  Commercial/ Mixed-Use  Zoning  Districts  with 
and  without  Formula  Retail  Controls 


Commercial/MU  With  FR  Controls 

Commercial/MU  Without  FR 
Controls 

Use  Type 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Formula 
Retail  as  a 
% of  All 
Retail 

Formula 

Retail 

% of  Total 
Formula 
Retail 

Formula 
Retail  as 
a % of  All 
Retail 

Number  of 

Establishments 

Stores 

290 

51% 

8% 

390 

63% 

23% 

Restaurants  & Bars 

130 

22% 

8% 

140 

23% 

23% 

Retail  Services 

10 

2% 

4% 

10 

2% 

12% 

Banks,  Credit  Unions,  S&L 

140 

24% 

87% 

80 

12% 

84% 

Total 

570 

100% 

10% 

620 

100% 

25% 

Square  Feet 

Stores 

2,545,600 

60% 

25% 

3,531,000 

58% 

52% 

Restaurants  & Bars 

690,100 

16% 

13% 

1,172,400 

19% 

40% 

Retail  Services 

151,300 

4% 

16% 

79,300 

1% 

24% 

Banks,  Credit  Unions,  S&L 

856,600 

20% 

90% 

1,293,500 

21% 

96% 

Total 

4,243,600 

100% 

24% 

6,076,200 

100% 

53% 

Acronyms: 

S&L:  Savings  and  loans 
MU:  Mixed-use 
FR:  Formula  retail 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Note  that  San  Francisco’s  formula  retail  controls  only  expanded  to  include  banks,  credit  unions,  and  savings  and 
loans  in  2012. 
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In  commercial/mixed-use  districts  with  formula  retail  controls  in  place,  the  most  common  types  of 
formula  retail  stores  include  pharmacies  and  drug  stores,  other  specialized  retail  stores,  apparel 
and  accessory  stores,  and  supermarkets  and  other  grocery  stores.  The  most  common  types  of 
independent  retail  stores  in  commercial/MU  districts  with  formula  retail  controls  are  specialized  retail 
stores  (e.g.,  auto  parts,  office  supply,  and  pet  supply  stores),  apparel  and  accessories,  and  supermarkets 
and  other  grocery  stores  (Figure  IV-4).  These  store  types,  particularly  the  prevalence  of  supermarkets  and 
pharmacies,  reflect  the  neighborhood-serving  function  of  many  of  the  City’s  neighborhood  commercial 
districts  (NCDs). 

Stores  in  commercial/mixed-use  districts  without  controls  are  less  diverse,  with  apparel  stores 
accounting  for  the  majority  of  formula  retailers.  Other  health  and  personal  care  stores  (i.e.,  cosmetic 
and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores)  are  the  second  most  common  type 
of  formula  retail  store  (Figure  rV-5).  Apparel  stores  are  also  the  most  common  type  of  independent  retail 
establishments  in  these  districts,  followed  closely  by  specialized  retail  stores. 


Figure  IV-4.  Most  Common  Types  of  Formula  and  Independent  Retail  Stores  in  Commercial/Mixed-Use 
Zoning  Districts  with  Formula  Retail  Controls 


Most  Common  Types  of  Formula  Retail 
Stores 

Establish- 

ments 

% of  All 
Stores  in 
Category 

Square  Feet 

% of  All 
Square  Feet 
in  Category 

1 Pharmacies  & Drug  Stores 

60 

48% 

633,800 

82% 

2 Other  Specialized  Retail  Stores 

40 

4% 

286,800 

13% 

3 Apparel  & Accessories 

40 

5% 

298,500 

16% 

4 Supermarkets  & Other  Grocery  Stores 

40 

8% 

568,400 

33% 

5 Electronics  & Appliances 

30 

18% 

202,200 

38% 

Most  Common  Types  of  Independent 
Retail  Stores 

Establish- 

ments 

% of  All 
Stores  in 
Category 

Square  Feet 

% of  All 
Square  Feet 
in  Category 

1 Other  Specialized  Retail  Stores 

880 

96% 

1,902,200 

87% 

2 Apparel  & Accessories 

730 

95% 

1,528,400 

84% 

3 Supermarkets  & Other  Grocery  Stores 

430 

92% 

1,139,400 

67% 

4 Sporting  Goods,  Hobby,  Book,  Music' 

300 

97% 

827,700 

92% 

5 Other  Food  Stores 

200 

95% 

434,700 

89% 

“Other  specialized  retail  stores”  include  produce,  auto  parts,  pet  supply,  office  supply,  gift  stores,  florists,  and  others. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Figure  TVS.  Most  Common  Types  of  Formula  and  Independent  Retail  Stores  in  Commercial/Mixed-Use 
Zoning  Districts  without  Formula  Retail  Controls 


Most  Common  Types  of  Formula  Retail 
Stores 

Establish- 

ments 

% of  All 
Stores  in 
Category 

Square  Feet 

% of  All 
Square  Feet 
in  Category 

1 Apparel  & Accessories 

200 

35% 

1,837,700 

67% 

2 Other  Health  & Personal  Care  Stores 

40 

39% 

265,300 

59% 

3 Other  Specialized  Retail  Stores 

30 

8% 

259,000 

23% 

4 Electronics  & Appliances 

30 

20% 

254,600 

47% 

5 Pharmacies  & Drug  Stores 

30 

66% 

237,900 

88% 

Most  Common  Types  of  Independent 
Retail  Stores 

Establish- 

ments 

% of  All 
Stores  in 
Category 

Square  Feet 

% of  All 
Square  Feet 
in  Category 

1 Apparel  & Accessories 

370 

65% 

905,100 

33% 

2 Other  Specialized  Retail  Stores 

340 

92% 

873,800 

77% 

3 Electronics  & Appliances 

110 

80% 

287,000 

53% 

4 Sporting  Goods,  Hobby,  Book,  Music 

90 

92% 

211,800 

80% 

5 Supermarkets  & Other  Grocery  Stores 

80 

90% 

193,400 

66% 

“Other  specialized  retail  stores”  include  produce,  auto  parts,  pet  supply,  office  supply,  gift  stores,  florists,  and  others. 

“Other  heaith  and  personal  care  stores”  include  cosmetic  and  beauty  stores,  eyeglass  stores,  and  health  food/supplement  stores. 
Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Other  Characteristics  of  Formula  Retail 

Figure  IV-6  shows  the  distribution  of  formula  retail  establishments  by  the  location  of  their  headquarters. 
Figure  IV-7  compares  headquarter  locations  in  commercial/MU  districts  with  and  without  formula  retail 
controls.  Figure  IV-8  shows  formula  retail  establishments  by  the  number  of  associated  corporate  family 
members  (branches  and  subsidiaries).  Findings  are  discussed  below. 

Approximately  28  percent  of  the  city’s  formula  retailers  are  headquartered  in  California,  with  half 
of  those  headquartered  in  San  Francisco.  As  shown  in  Figure  IV-6,  another  8 percent  of  formula  retail 
establishments  are  independently  owned  franchises  (e.g.,  franchise  locations  that  are  not  owned  by  the 
parent  company);  the  location  of  the  franchise  owners  is  unknown.  Ten  percent  of  formula  retailers  are 
headquartered  outside  the  United  States.'^^ 

Commercial/mixed-use  districts  with  formula  retail  controls  are  home  to  more  independently 
owned  franchises  and  California-based  companies  than  districts  without  controls.  Figure  IV-7 
compares  the  headquarters  locations  of  formula  retail  establishments  located  in  commercial/MU  districts 
with  and  without  controls. 


Note  that  a small  percentage  of  these  may  not  technically  qualify  as  formula  retailers,  as  discussed  in  Chapter  VII, 
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Figure  IV-6.  Formula  Retail  Establishments  by  Location  of  Headquarters 


Elsewhere 
in  US 
54% 


*Franchises  that  are  not  owned  by  or  legally  linked  to  the  parent  company;  headquarters  location  unknown. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Figure  IV-7.  Formula  Retail  Establishments  by  Location  of  Headquarters:  Commercial/Mixed-Use 
Zoning  Districts  with  and  without  Formula  Retail  Controls 


0) 

Q. 


E Commercial/MU  With  FR  Controls 

■ Commercial/MU  No  FR  Controls  ' 

pi 

..  1 

^ Un  . ^ ' . . 

Independent  San  Francisco  Elsewhere  in  Elsewhere  in  US  Outside  of  US 
Franchises  (a)  California 

Location  of  Headquarters 


(a)  Franchises  that  are  not  owned  by  or  legally  linked  to  the  parent  company;  headquarters  location  unknown. 

Acronyms: 

MU:  Mixed-use 
FR:  Formula  retail 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 
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Three-quarters  of  San  Francisco’s  formula  retail  establishments  are  associated  with  companies  that 
have  more  than  50  branches  and  subsidiaries.  The  breakdown  of  formula  retail  by  number  of  family 
members  (Figure  IV-8)  is  similar  in  commercial/MU  districts  with  and  without  controls,  except  that,  as 
discussed  above,  districts  with  controls  have  more  franchises. 


Figure  IV-8.  Formula  Retail  Establishments  by  Number  of  Corporate  Family  Members  (Branches  and 
Subsidiaries) 


Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Summary  of  Findings 

Formula  retail  establishments  tend  to  be  significantly  larger  than  independent  retail  establishments. 
Overall,  nearly  85  percent  of  formula  retailers  occupy  more  than  3,000  square  feet,  while  80  percent  of 
independent  retailers  occupy  3,000  square  feet  or  less.  Most  formula  retailers  are  affiliated  with  large 
companies  with  many  outlets,  and  are  headquartered  outside  of  California. 

Formula  retail  is  much  less  concentrated  in  commercial/MU  districts  with  controls  than  in  districts 
without,  and  formula  retail  establishments  tend  to  be  smaller  in  districts  with  controls  in  place.  In 
addition,  formula  retail  is  more  likely  to  take  the  form  of  neighborhood-serving  stores  (supermarkets  or 
pharmacies)  and  banks,  credit  unions,  and  savings  and  loans  in  commercial/MU  districts  with  controls 
than  in  those  without.  These  differences  may  reflect  the  influence  of  the  City’s  formula  retail  controls,  as 
well  as  other  factors  such  as  the  prevalence  of  formula  retail  before  the  controls  went  into  effect  and  the 
different  retail  markets  that  various  commercial  districts  serve.  For  example,  many  of  the  districts  with 
controls  are  predominantly  daily  needs-serving.  In  contrast,  the  districts  without  controls  include 
shopping  districts  that  serve  a large  number  of  workers,  regional  shoppers,  and  out-of-town  visitors,  as 
well  as  San  Francisco  residents. 
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V.  EMPLOYMENT  AND  FORMULA  RETAIL 

San  Francisco’s  residents  and  elected  officials  place  a high  priority  on  providing  high-quality,  well- 
paying  jobs  that  employ  a diverse  range  of  residents.  The  City  has  some  of  the  most  progressive  labor 
laws  in  the  country,  and  many  residents  and  stakeholders  have  raised  concerns  about  the  quality  of  Jobs 
offered  by  formula  retail.  This  chapter  examines  differences  in  employment  between  formula  and 
independent  retail  in  terms  of  number  of  workers  employed,  wages,  and  benefits.'*^ 

Background  and  Methodology 

Studying  how  formula  and  independent  retailers  in  San  Francisco  differ  in  terms  of  employment  and  Job 
quality  factors  is  challenging  for  a number  of  reasons.  Relatively  few  sources  provide  data  on 
employment  at  the  local  level,  and  the  data  they  provide  are  limited  by  the  types  of  information  collected 
from  individual  employers  and  by  the  need  to  protect  the  privacy  of  workers  and  firms.  As  a result  of 
these  constraints,  detailed  data  on  the  demographics  of  workers  or  part-time  versus  full-time  status  are 
only  available  at  the  national  level,  through  sources  that  do  not  distinguish  between  independent  and 
formula  retailers. 

Adding  to  the  challenge,  the  definition  of  “formula  retail”  in  the  San  Francisco  Planning  Code  is  very 
specific  and  is  neither  reflected  in  the  literature  on  retail  employment  nor  possible  to  exactly  replicate 
with  available  data  sources.  Moreover,  previous  studies  on  retail  employment  have  generally  focused  on 
comparing  Jobs  and  Job  quality  at  different  types  of  retail  chains  (e.g.,  grocery  stores  versus  electronics 
retailers,  or  supercenters  versus  traditional  grocery  stores),  or  on  assessing  the  wages  and  economic 
impact  of  Walmart  and  other  “supercenters,”'*^  rather  than  the  broader  employment  practices  of  chain 
versus  independent  retailers. 

This  chapter  is  based  on  an  analysis  of  employment  data  provided  by  the  California  Employment 
Development  Department  from  the  Quarterly  Census  of  Employment  and  Wages,  supplemented  by  a 
literature  review  of  local  and  national  studies  that  have  examined  retail  or  restaurant  employment  by 
subsector  or  size  of  business.  The  chapter  also  draws  on  results  from  a survey  that  researchers  at  U.C. 
Berkeley  conducted  in  2009  that  collected  information  on  the  health  and  paid  sick  leave  benefits  offered 
by  firms  in  San  Francisco  and  elsewhere  in  the  Bay  Area.  These  data  sources  are  described  in  more  detail 
below.  The  chapter  focuses  on  retail  stores  - i.e.,  businesses  that  sell  goods  to  the  general  public  - and 
restaurants.'*^  Because  of  the  limitations  of  the  data  and  the  literature,  firm  size  (number  of  establishments 
or  number  of  employees,  as  available)  is  used  as  the  best  available  proxy  for  understanding  the 
differences  between  formula  and  independent  retailers. 


The  City  and  County  of  San  Francisco’s  Office  of  Economic  Analysis  recently  released  a separate  study  of  formula 
retail  that  assessed  (among  other  topics)  the  effect  of  formula  v.  independent  retail  on  the  city’s  broader  economy, 
including  the  multiplier  effects  created  by  consumer  spending  as  it  circulates  through  the  economy  and  expands 
overall  employment.  This  analysis  focuses  more  narrowly  on  understanding  the  wages  and  benefits  offered  by 
different  types  of  retailers. 

For  example,  the  Current  Population  survey  provides  data  on  the  demographics  of  employees  by  industry  and  firm 
size,  but  only  at  the  national  level.  The  U.S.  Census  Bureau’s  American  Community  Survey  and  Longitudinal- 
Employer  Household  Dynamics  program  provide  local-level  information  on  worker  characteristics  (e.g.,  age,  race, 
ethnicity,  educational  attainment),  but  not  by  firm  size  or  number  of  outlets. 

There  are  no  Walmart  stores  located  in  San  Francisco,  and  the  City  has  separate  land  use  controls  governing 
large-scale  retail.  (Retail  uses  over  90,000  square  feet  in  the  C-3  zoning  districts  and  over  50,000  square  feet  in  all 
other  zoning  districts  require  CU  authorization;  retail  over  120,000  square  feet  is  generally  prohibited.  See  San 
Francisco  Planning  Code,  Section  121.6.) 

Banks,  credit  unions,  and  savings  and  loans  are  also  subject  to  the  City’s  definition  of  formula  retail  (as  are  a few 
types  of  retail  services).  However,  the  banking  industry  includes  a wide  range  of  occupations  with  very  different  pay 
and  benefit  levels,  and  it  was  not  possible  to  differentiate  between  retail  banking  jobs  and  other  types  of  jobs. 
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Findings 

The  following  sections  provide  a review  of  San  Francisco’s  unique  labor  laws  and  national  employment 
trends  in  the  retail  and  restaurant  industries,  followed  by  an  analysis  of  employment,  wages,  and  benefits 
in  San  Francisco  retail  and  restaurant  industries. 

Local  and  National  Context 

San  Francisco  is  nationally  known  for  its  progressive  laws  aimed  at  improving  pay,  access  to  health 
care,  and  paid  sick  leave  for  all  workers,  particularly  lower-wage  workers/^  Figure  V-1  shows  those 
local  labor  laws  that  apply  to  most  businesses  located  in  San  Francisco.  (Other  mandates,  not  shown, 
apply  only  to  employers  with  contracts  or  leases  with  the  City.)  The  City’s  minimum  wage  applies  to  all 
workers  in  San  Francisco,  except  for  individuals  who  are  the  parents,  spouses,  domestic  partners,  or 
children  of  the  employer.  The  Paid  Sick  Leave  Ordinance  also  applies  to  all  employees,  although 
employees  at  larger  firms  (with  10  or  more  workers)  can  accrue  more  hours  of  sick  leave.  The  Health 
Care  Security  Ordinance  and  Family  Friendly  Workplace  Ordinance  both  apply  only  to  workers  with  20 
or  more  workers  nationwide,  and  larger  firms  (100  or  more  workers)  are  required  to  provide  more 
generous  health  care  benefits. 

Most  formula  retailers  are  likely  subject  to  the  Health  Care  Security  and  Family  Friendly 
Workplace  Ordinances.  Given  that  formula  retail  establishments  must,  by  definition,  have  at  least  12 
locations  in  the  U.S.,  it  is  likely  that  nearly  all  formula  retailers  have  at  least  20  employees  nationwide. 
On  the  other  hand,  many  independent  retailers  are  likely  to  be  exempt  from  these  laws.  For  example,  as 
discussed  below,  San  Francisco  retail  stores  with  just  one  location  in  California  employed  an  average  of  8 
workers  in  2012,  while  restaurants  with  a single  location  employed  an  average  of  15  workers. 
Independent  estimates  suggest  that,  overall,  about  25  percent  of  San  Francisco  workers  at  for-profit  firms 
are  employed  at  companies  that  are  exempt  from  the  Health  Care  Security  Ordinance."^* 


Figure  V-1. 

San  Francisco  Labor  Laws 

Law 

Employer 

Applicability 

Requirement 

Effective 

Date 

Minimum 

Wage 

Ordinance 

All  employers  with 
employees  who  work  in 
San  Francisco  more 
than  two  hours  per 
week,  including  part- 
time  and  temporary 
workers* 

All  employees  who  work  in  San  Francisco  more 
than  two  hours  per  week,  including  part-time  and 
temporary  workers,  are  entitled  to  the  San 
Francisco  minimum  wage  ($10.74  per  hour  as  of 
January  2014). 

February 

2004 

Paid  Sick 

Leave 

Ordinance 

All  employers**  with 
employees  who  work  in 
San  Francisco, 
including  part-time  and 
temporary  workers 

All  employees  who  work  in  San  Francisco, 
including  part-time  and  temporary  workers,  are 
entitled  to  paid  time  off  from  work  when  they  are 
sick  or  need  medical  care,  and  to  care  for  their 
family  members  or  designated  person  when  those 
persons  are  sick  or  need  medical  care. 

February 

2007 

Michael  Reich,  Ken  Jacobs,  and  Miranda  Dietz,  eds..  When  Mandates  Work:  Raising  Labor  Standards  at  the  Local 
Level,  2014,  http;//www.ucpress.edu/book.php?isbn=9780520278141. 

Ibid.,  chap.  5. 
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Health  Care 

Security 

Ordinance 

Employers  with  20  or 
more  employees 
nationwide,  including 
part-time  and 
temporary  workers 
(and  non-profit 
employers  with  50  or 
more  employees) 

Employers  must  spend  a minimum  amount  (set  by 
law)  on  health  care  for  each  employee  who  works 
eight  or  more  hours  per  week  in  San  Francisco. 

The  expenditure  rate  varies  by  employer  size;  in 
2014,  for-profit  businesses  with  20  to  99 
employees  nationwide  are  required  to  spend 
$1 .63  per  worker  per  hour  paid;  employers  with 
100+  employees  nationwide  are  required  to  spend 
$2.44  per  worker  per  hour  paid. 

January 

2008 

Family 

Friendly 

Workplace 

Ordinance 

Employers  with  20  or 
more  employees 
nationwide,  including 
part-time  and 
temporary  workers 

Employers  must  allow  any  employee  who 
is  employed  in  San  Francisco,  has  been 
employed  for  six  months  or  more  by  the  current 
employer,  and  works  at  least  eight  hours  per 
week  on  a regular  basis  to  request  a flexible  or 
predictable  working  arrangement  to  assist  with 
care-giving  responsibilities. 

January 

2014 

'Individuals  who  are  the  parents,  spouses,  domestic  partners,  or  children  of  the  employers  are  not  covered  by  the  San  Francisco 
Minimum  Wage  Ordinance. 

"For  employees  of  employers  for  which  fewer  than  10  persons  work  for  compensation  during  a given  week,  there  is  a cap  of  40 
hours  of  accrued  paid  sick  leave;  for  employees  of  other  employers,  there  is  a cap  of  72  hours  of  accrued  paid  sick  leave. 

Source:  City  and  County  of  San  Francisco  Labor  Standards  Enforcement,  2014. 

Nationally,  retail  stores  and  restaurants  tend  to  provide  workers  with  lower  wages,  more  limited 
benefit  coverage,  and  fewer  and  more  irregular  work  hours  compared  to  other  industries.  The 
relatively  low  wages,  limited  benefit  coverage,  and  higher  likelihood  of  part-time  and  non-standard 
working  hours  at  retail  stores  and  restaurants  are  related  to  the  pressure  facing  firms  in  these  industries  to 
compete  on  low  pricing  and  customer  convenience  (e.g.,  to  be  open  long  hours  and  on  weekends  and 
holidays).'*^ 

However,  there  is  significant  variation  in  pay  and  job  quality  within  the  retail  sector.  For  example, 
some  firms  pay  more  and  provide  better  benefits  to  attract  better  talent,  reduce  turnover,  and  increase 
productivity.  Examples  include  many  electronics,  hardware,  and  high-end  clothing  stores  that  compete  for 
customer  business  based  on  quality  of  service  and  where  knowledgeable  salespersons  are  often  highly 
valued.  In  contrast,  other  stores  put  a higher  priority  on  low  costs  and  low  prices,  and  tend  to  pay  lower 
wages.  Walmart  is  the  classic  example;  workers  there  earn  approximately  12  percent  less  than  other 
retail  workers  and  14.5  percent  less  than  workers  at  large  retailers,  and  rely  heavily  on  public  programs 
for  health  care  and  other  needs.^^  Beyond  business  strategy,  other  factors  that  influence  retail  job  quality 
include  state  and  local  labor  laws,  unionization,  and  the  competitiveness  of  the  local  labor  market.^^ 


Francoise  Carre,  Chris  Tilly,  and  Diana  Denham,  “Explaining  Variation  in  the  Quality  of  U.S.  Retail  Jobs" 
(presented  at  the  Annual  Meeting  of  the  Labor  and  Employment  Relations  Association,  Denver,  CO,  2010), 
http://www.russellsage.org/sites/all/fiies/Carre-Tilly-Retail%20job%20quality-LERA-01.03.10-final-rev2.pdf,  Francoise 
Carre  and  Chris  Tilly,  Short  Hours,  Long  Hours:  Hour  Levels  and  Trends  in  the  Retail  Industry  in  the  United  States, 
Canada,  and  Mexico,  Upjohn  Institute  Working  Paper  12-183  (Kalamazoo,  Ml:  W.E.  Upjohn  Institute  for  Employment 
Research.,  2012),  http://www.econstor.eu/handle/10419/64322;  Annette  D.  Bernhardt,  The  Future  of  Low-Wage 
Jobs:  Case  Studies  in  the  Retail  Industry,  I EE  Working  Paper  (Institute  on  Education  and  the  Economy,  Teachers 
College,  Columbia  University,  1999), 

http;//citeseerx.ist.psu.edu/viewdoc/download?doi=1 0.1.1. 41. 885&rep=rep1&type=pdf 
“ Carre,  Tilly,  and  Denham,  “Explaining  Variation  in  the  Quality  of  U.S.  Retail  Jobs.” 

Ken  Jacobs,  Dave  Graham-Squire,  and  Stephanie  Luce,  Living  Wage  Policies  and  Big-Box  Retail:  How  a Higher 
Wage  Standard  Would  Impact  Walmart  Woricers  and  Shoppers,  Research  Brief  (UC  Berkeley  Center  for  Labor 
Research  and  Education,  2011),  http;//www.mef101.org/lssues/Resources/11-0428%20- 
%20Bigbox%20Living%20Wage%20Policies.pdf 

“ Carre,  Tilly,  and  Denham,  “Explaining  Variation  in  the  Quality  of  U.S.  Retail  Jobs." 
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Nationally,  retail  firms  with  fewer  than  10  outlets  tend  to  pay  higher  average  wages  than  firms  with 
more  than  10  outlets.  National  data  from  the  2007  Economic  Census  show  that  retail  firms  with  fewer 
than  10  outlets  in  the  United  States  paid  an  average  of  $27,500  per  employee,  per  year.  In  comparison, 
firms  with  10  or  more  outlets  paid  an  average  of  $20,800  a year.  Overall,  retail  firms  with  fewer  than  10 
outlets  employee  fewer  workers  per  establishment  and  per  million  dollars  in  sales.  However,  excluding 
motor  vehicles  and  parts,  gasoline  stations,  and  nonstore  retailers  (industries  that  San  Francisco  does  not 
typically  regulate  as  formula  retail),  firms  with  fewer  than  10  outlets  actually  employ  slightly  more 
workers  per  million  dollars  in  sales  (5.8)  compared  to  firms  with  10  or  more  outlets  (5.1).  These 
differences  may  in  part  reflect  differences  in  the  number  of  hours  that  employees  are  scheduled  to  work; 
the  Economic  Census  does  not  provide  information  on  hours  worked  or  part-  versus  full-time  status  of 
workers  by  firm  size. 


Figure  V-2.  US.  Retail  Firms  by  Number  of  Establishments:  Average  Jobs  per  Establishment,  Jobs  per 
Million  Dollars  in  Sales,  and  Annual  Average  Wages,  2007 


Jobs  per 
Establishment 

Jobs  per  Million 
Dollars  in  Sales 

Average  Annual 
Wages  per 
Employee 

All  Retail 

Firms  with  fewer  than  10  outlets 

7.8 

3.5 

$27,500 

Firms  with  10  or  more  outlets 

26.4 

4.3 

$20,800 

Excluding  Motor  Vehicles  and  Parts,  Gasoline  Stations,  and  Nonstore  Retailers 
Firms  with  fewer  than  1 0 outlets  6.7  5.8 

$22,900 

Firms  with  10  or  more  outlets 

30.1 

5.1 

$20,000 

Sources:  U.S.  Census  Bureau,  Economic  Census,  2007;  Strategic  Economics,  2014. 


Studies  have  shown  that  large  firms  are  generally  more  likely  to  offer  better  health  care  coverage, 
hire  more  minorities,  and  comply  with  labor  laws  compared  to  smaller  firms.  For  example,  a 2012 
national  survey  sponsored  by  the  Kaiser  Family  Foundation  found  that  61  percent  of  small  firms  (those 
employing  3 to  199  workers)  offered  workers  health  insurance,  compared  to  98  percent  of  firms  with  200 
workers  or  more.  Firms  with  fewer  than  10  workers  were  least  likely  to  offer  health  insurance  to 
employees,  with  only  50  percent  of  firms  of  this  size  offering  coverage  in  2012.  Workers  at  small  firms 
were  also  responsible  for  paying  a higher  share  of  costs  than  workers  at  large  firms.  A 2001  national 
survey  of  employers  and  households  found  that  larger  firm  size  was  associated  with  hiring  significantly 
more  African-Americans.^'*  A 2009  survey  of  4,500  low-wage  workers  in  New  York,  Chicago,  and  Los 
Angeles  found  that  while  labor  law  violations  occur  at  firms  of  all  sizes,  workers  at  small  companies 
(employing  fewer  than  100  workers)  were  significantly  more  likely  to  experience  violations. 

These  differences  between  small  and  large  firms  may  have  to  do  with  a number  of  factors,  including 
awareness  of  labor  laws,  hiring  methods,  and  financial  resources. 


Nirmita  Panchal,  Matthew  Rae,  and  Gary  Claxton,  Snapshots:  A Comparison  of  the  Availability  and  Cost  of 
Coverage  for  Workers  in  Small  Firms  and  Large  Firms  (Kaiser  Family  Foundation,  December  5,  2012), 
http://kff.org/private-insurance/issue-brief/snapshots-a-comparison-of-the-availability-and-cost-of-coverage-for- 
workers-in-small-firms-and-large-firms/. 

Philip  Moss  and  Chris  Tilly,  Stories  Employers  Tell:  Race,  Skill,  and  Hiring  in  America  (Russell  Sage  Foundation, 
2001). 

Annette  D.  Bernhardt  et  al. , Broken  Laws,  Unprotected  Workers:  Violations  of  Employment  and  Labor  Laws  in 
America’s  Cities  (Center  for  Urban  Economic  Development,  2009). 
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Employment  and  Wages  at  Retail  Stores  and  Restaurants  in  San  Francisco 
This  section  provides  findings  on  employment  and  wages,  based  on  an  analysis  of  employment  data 
provided  by  the  California  Employment  Development  Department  (EDD)  from  the  Quarterly  Census  of 
Employment  and  Wages  (QCEW)  program.  QCEW  employment  data  are  derived  from  quarterly  tax 
reports  that  California  employers  are  required  to  submit  to  the  EDD  under  state  and  federal 
unemployment  insurance  laws.  The  data  count  all  workers  who  are  covered  by  unemployment  insurance 
and  who  worked  during,  or  received  pay  for,  a given  pay  period.  Business  owners,  self-employed 
workers,  unpaid  family  members,  and  certain  farm  and  domestic  workers  are  excluded  from  the 
employment  counts.^^  EDD  does  not  provide  information  on  part-time  versus  full-time  worker  status”  or 
number  of  hours  worked;  such  information  is  not  available  at  the  local  level  from  any  known  data  source. 

For  the  purposes  of  this  study,  the  EDD  created  a customized  report  for  the  City  and  County  of  San 
Francisco  that  provided  employment  and  wage  data  for  selected  industries  (at  the  four-digit  North 
American  Industry  Classification  System  [NAICS]  level)  in  the  retail,  restaurant,  and  finance  sectors.  The 
data  were  provided  for  two  categories  of  firms; 

1)  Firms  located  in  San  Francisco  that  have  a single  location  in  California  (referred  to  as  “single- 
site” firms  below). 

2)  Firms  located  in  San  Francisco  that  have  multiple  worksites  in  California  (“multiple-site”  firms). 

Note  that  this  definition  of  “multiple-site”  firms  does  not  exactly  match  the  definition  of  “formula  retail” 
in  the  Planning  Code.  However,  the  EDD  data  represent  the  best  available  proxy  for  studying  the 
differences  in  employment  and  wages  at  formula  and  independent  retailers. 

Complete  results  are  provided  in  Figures  IV-3  through  FV-S.  Key  findings  from  the  analysis  are  discussed 
below. 

Approximately  47  percent  of  San  Francisco’s  retail  workers  and  18  percent  of  the  city’s  restaurant 
workers  are  employed  at  firms  with  multiple  locations  in  California.  In  total,  approximately  40,200 
people  worked  in  retail  stores  located  in  San  Francisco  in  2012,  while  another  52,600  worked  in  the  city’s 
restaurants.  Of  these  workers,  19,000  were  employed  at  stores  with  multiple  sites  in  California,  while 
9,400  were  employed  at  multiple-site  restaurants. 

Within  the  retail  sector,  the  industries  that  employ  the  most  people  in  San  Francisco  include 
grocery  stores  (7,000  workers),  clothing  stores  (6,900  workers),  department  stores  (4,500  workers), 
and  health  and  personal  care  stores  (4,100  workers).^*  Several  other  industries  each  employed  between 
1,000  and  2,000  workers  in  2012,  including  electronics  and  appliance  stores;  specialty  foods  stores;  home 
furnishings  stores;  building  materials  and  supplies  dealers;  other  miscellaneous  store  retailers;  sporting 
good,  hobby,  and  musical  instrument  stores;  and  office  supply,  stationery,  and  gift  stores. 

More  than  60  percent  of  workers  in  the  city’s  health  and  personal  care,  clothing,  grocery',  and 
department  store  industries  are  employed  at  firms  that  have  multiple  sites  in  California.  Eighty 


Bureau  of  Labor  Statistics,  “Employment  and  Wages  Online,"  2010, 
http://www.bls.qov/cew/cewbultn10.htm#Emplovment. 

Some  studies  suggest  that  the  distinction  between  part-  and  full-time  jobs  in  the  retail  industry  has  become  less 
about  number  of  hours  worked,  and  more  about  status,  wage  levels,  and  access  to  a benefits  package.  Many  retail 
managers  in  the  U.S.  report  shortening  the  number  of  hours  guaranteed  to  full-time  workers,  while  increasing  the 
number  of  hours  worked  by  part-time  employees  (who  typically  receive  lower  hourly  pay  and  fewer  benefits).  Carr6 
and  Tilly,  Short  Hours,  Long  Hours. 

The  health  and  personal  care  stores  category  includes  pharmacies  and  drug  stores,  cosmetics  stores,  optical 
goods  stores,  and  other  health  and  personal  care  stores. 
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percent  of  health  and  personal  care  workers,  66  percent  of  clothing  store  workers,  and  64  percent  of 
grocery  store  workers  were  employed  at  multiple-site  firms  in  2012.  Employment  data  by  number  of 
worksites  are  not  available  for  department  stores  due  to  confidentiality  concerns,  but  15  out  of  San 
Francisco’s  16  department  stores  had  multiple  sites  in  the  state.  In  several  other  industries  - including 
shoe  stores;  sporting  goods,  hobby,  and  musical  instrument  stores;  electronics  and  appliance  stores;  lawn 
and  garden  equipment  stores;  and  other  general  merchandise  stores  - just  over  half  of  all  workers  were 
employed  at  multiple-site  firms. 

On  a per-establishment  basis,  firms  with  multiple  sites  tend  to  employ  more  workers  in  San 
Francisco  than  firms  with  a single  location.  On  average,  multiple-site  restaurants  employed  27  workers 
per  establishment  in  2012,  compared  to  15  workers  for  single-site  restaurants.  Similarly,  multiple-site 
stores  employed  an  average  of  23  workers  per  store  in  2012,  compared  to  8 workers  per  single-site  store. 
These  averages  mask  significant  variation  in  the  average  number  of  workers  employed  among  different 
types  of  stores,  but  multiple-site  stores  employ  more  workers  per  establishment  in  almost  every  retail 
category.  For  example,  multiple-site  grocery  stores  employed  an  average  of  91  workers,  compared  to  9 
workers  per  store  for  single-site  grocery  store.  In  comparison,  multiple-site  health  and  personal  care  stores 
employed  15  workers  per  store,  compared  to  6 workers  per  store  for  single-site  firms  in  the  same  industry. 

Note  that  these  differences  may  be  due  in  part  to  different  scheduling  practices;  multiple-site  firms  may 
tend  to  hire  more  part-time  or  temporary  workers.  In  addition,  the  average  number  of  employees  per  store 
may  reflect  underlying  differences  in  single-  and  multiple-site  businesses.  For  example.  Chapter  IV  shows 
that  formula  retail  establishments  tend  to  occupy  bigger  floor  plates  than  independent  businesses,  and 
larger  businesses  would  be  expected  to  employ  more  workers.  Other  factors  may  be  specific  to  particular 
types  of  retail.  For  example,  the  grocery  store  category  includes  both  supermarkets  - which  have  large 
floor  plates  and  employ  dozens  of  workers  - and  small,  independently  owned  comer  stores. 

Retail  stores  and  restaurants  are  among  the  lowest-paying  industries  in  the  city,  but  there  is 
significant  variation  in  pay  within  the  retail  sector.  In  2012,  the  average  wage  for  all  workers 
employed  by  privately  owned  firms  in  San  Francisco  was  $1,680  per  week.^^  In  comparison,  the  average 
weekly  wage  for  San  Francisco  workers  was  $815  at  retail  stores  and  $490  at  restaurants.  However, 
employers  in  some  retail  subsectors  paid  significantly  higher  average  wages.  In  the  electronics  and 
appliance  store,  home  furnishings,  automobile  dealer, and  furniture  store  categories,  workers  earned  an 
average  of  $1,200  to  $1,600  a week.  Other  retail  jobs  tend  to  pay  much  less.  For  example,  workers  at 
sporting  goods/musical  instrument  stores,  shoe  stores,  lawn  and  garden  equipment  stores,  specialty  food 
stores,  gasoline  stations,  and  book,  periodical,  and  music  stores  were  paid  less  than  $575  a week  on 
average  in  2012. 

As  with  the  average  number  of  workers  per  store,  average  pay  rates  likely  reflect  a range  of  factors 
including  the  ratio  of  full-time  to  part-time  workers,  the  number  of  workers  who  worked  the  full  year,  and 
the  number  of  individuals  in  high-paying  versus  low-paying  occupations  within  each  industry.®' 

The  difference  in  average  pay  rate  between  single-  and  multiple-site  stores  and  restaurants  also 
varies  significantly  by  industry.  On  average,  single-  and  multiple-site  stores  and  restaurants  pay  very 
similar  wages.  However,  the  averages  obscure  large  differences  within  some  industries.  For  example,  in 
the  electronics  and  appliance,  furniture,  office  supplies/stationery/gift,  other  general  merchandise,  health 
and  personal  care,  and  grocery  store  industries,  workers  at  multiple-site  stores  earned  between  $110  and 


All  wages  assume  a 50-week  work  year. 

Note  that  automobile  dealers  are  not  currently  covered  by  San  Francisco’s  formula  retail  controls. 

State  of  California  Employment  Development  Department,  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014. 
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$1,285  a week  more  than  workers  at  single-site  stores.  However,  at  stores  selling  automobile  parts  and 
accessories,  liquor,  shoes,  sporting  goods,  used  merchandise,  home  furnishings,  and  other  miscellaneous 
goods,  workers  at  multiple-site  stores  earned  between  $120  and  $1,630  less  than  workers  at  single-site 
stores. 
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Figure  V-3.  Total  Worirforce  by  Industry  (Retail,  Restaurant,  and  Finance)  and  Single-  versus  Multiple- 
Site  Firms:  San  Francisco,  2012 


NAICS 

Code 

Industry 

Single- 

Site 

Firms 

Firms  with 
Multiple 
Sites 

Total  Workforce  (a) 

Firms  with 
Multiple 

Total,  All  Sites  as  % 

Firms  of  All  Firms 

Stores 

4451 

Grocery  Stores 

2,523 

4,550 

7,072 

64% 

4481 

Clothing  Stores 

2,307 

4,578 

6,885 

66% 

4521 

Department  Stores 

* 

* 

4,461 

* 

4461 

Health  and  Personal  Care  Stores 

792 

3,256 

4,048 

80% 

4431 

Electronics  and  Appliance  Stores 

924 

996 

1,920 

52% 

4452 

Specialty  Food  Stores 

1,570 

212 

1,782 

12% 

4422 

Home  Furnishings  Stores 

1,166 

615 

1,781 

35% 

4441 

Building  Material  and  Supplies  Dealers 

922 

513 

1,435 

36% 

4539 

Other  Miscellaneous  Store  Retailers 

983 

366 

1,349 

27% 

4511 

Sporting  Goods,  Hobby,  Musical  Instrument  Stores 

617 

680 

1,297 

52% 

4532 

Office  Supplies,  Stationery,  Gift  Stores 

671 

455 

1,125 

40% 

4482 

Shoe  Stores 

406 

588 

993 

59% 

4411 

Automobile  Dealers  (b) 

600 

299 

900 

33% 

4529 

Other  General  Merchandise  Stores 

416 

425 

841 

51% 

4483 

Jewelry,  Luggage,  Leather  Goods  Stores 

525 

285 

810 

35% 

4471 

Gasoline  Stations  (b) 

511 

200 

711 

28% 

4533 

Used  Merchandise  Stores 

400 

269 

669 

40% 

4453 

Beer,  Wine,  and  Liquor  Stores 

417 

77 

494 

16% 

4512 

Book,  Periodical,  and  Music  Stores 

282 

210 

492 

43% 

4421 

Furniture  Stores 

284 

158 

442 

36% 

4413 

Automotive  Parts,  Accessories,  and  Tire  Stores 

181 

141 

322 

44% 

4531 

Florists 

176 

0 

177 

0% 

4442 

Lawn  and  Garden  Equipment  and  Supplies  Stores 

81 

87 

167 

52% 

Total  Stores 

16,753 

18,956 

40,172 

47% 

Restaurants 

7225  Restaurants 

38,120 

8,364 

46,483 

18% 

7224 

Drinking  Places  (Alcoholic  Beverages) 

3,230 

0 

3,230 

0% 

7223 

Special  Food  Services  (b) 

1,903 

983 

2,887 

34% 

Total  Restaurants 

43,253 

9,347 

52,600 

18% 

Banks, 

5221 

Credit  Unions,  Savings  & Loans 

Depository  Credit  Intermediation 

912 

10,949 

11,861 

92% 

(a)  Average  monthly  employment  in  2012. 

(b)  Use  not  subject  to  San  Francisco's  formula  retail  controls. 

‘Suppressed  to  preserve  confidentiality 

“Single-Site  Firms”  are  firms  that  reported  one  worksite  in  California;  "Firms  with  Multiple  Sites”  reported  multiple  worksites  in 
California. 

Acronyms: 

NAICS;  North  American  Industry  Classification  System 

Sources;  State  of  California  Employment  Development  Department  (HDD),  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014.  Based  on  EDD  data  that  have  not  been  independently  verified. 
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Figure  V-4.  Average  Workers  per  Establishment  by  Industry  (Retail,  Restaurant,  and  Finance)  and 


NAICS 

Code 

Industry 

Average  Workers  per  Establishment 

Single-Site  Firms  with 

Firms  Multiple  Sites  All  Firms 

Stores 

4451 

Grocery  Stores 

9 

91 

22 

4481 

Clothing  Stores 

10 

28 

17 

4521 

Department  Stores 

* 

297 

4461 

Health  and  Personal  Care  Stores 

6 

15 

12 

4431 

Electronics  and  Appliance  Stores 

9 

15 

11 

4452 

Specialty  Food  Stores 

9 

10 

9 

4422 

Home  Furnishings  Stores 

14 

27 

16 

4441 

Building  Material  and  Supplies  Dealers 

9 

21 

11 

4539 

Other  Miscellaneous  Store  Retailers 

5 

25 

7 

4511 

Sporting  Goods,  Hobby,  Musical  Instrument  Stores 

8 

28 

12 

4532 

Office  Supplies,  Stationery,  Gift  Stores 

5 

12 

6 

4482 

Shoe  Stores 

15 

14 

14 

4411 

Automobile  Dealers  (a) 

67 

75 

69 

4529 

Other  General  Merchandise  Stores 

10 

71 

18 

4483 

Jewelry,  Luggage,  Leather  Goods  Stores 

5 

13 

6 

4471 

Gasoline  Stations  (a) 

10 

7 

9 

4533 

Used  Merchandise  Stores 

7 

13 

9 

4453 

Beer,  Wine,  and  Liquor  Stores 

5 

19 

6 

4512 

Book,  Periodical,  and  Music  Stores 

9 

22 

13 

4421 

Furniture  Stores 

5 

11 

6 

4413 

Automotive  Parts,  Accessories,  and  Tire  Stores 

7 

11 

8 

4531 

Florists 

3 

N/A 

3 

4442 

Lawn  and  Garden  Equipment  and  Supplies  Stores 

5 

14 

8 

Total  Stores 

8 

23 

14 

Restaurants 

7225  Restaurants 

16 

28 

17 

7224 

Drinking  Places  (Alcoholic  Beverages) 

10 

N/A 

10 

7223 

Special  Food  Services  (a) 

24 

20 

22 

Total  Restaurants 

15 

27 

17 

Banks, 

5221 

Credit  Unions,  Savings  & Loans 

Depository  Credit  Intermediation 

31 

36 

35 

‘Suppressed  to  preserve  confidentiality 

“Single-Site  Firms”  are  firms  that  reported  one  worksite  in  California;  “Firms  with  Multiple  Sites”  reported  multiple  worksites  in 
California. 

Acronyms: 

N/A:  Not  applicable  (no  firms  fall  in  these  categories) 

NAICS:  North  American  Industry  Classification  System 

Source:  State  of  California  Employment  Development  Department  (EDD),  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014.  Based  on  EDD  data  that  have  not  been  independently  verified. 


Formula  Retail  Phase  II  Report 


April  10,  2014 


DRAFT 


Figure  V-5.  Average  Weekly  Pay  per  Employee  by  Industry  (Retail,  Restaurant,  and  Finance)  and  Single- 
versus  Multiple-Site  Firms:  San  Francisco,  2012 


NAICS 

Code 

Industry 

Single- 

Site 

Firms 

Average  Weekly  Pay  per  Employee  (a) 

Firms 

with  Differ- 

Multiple  All  ence  % Diff- 

Sites  Firms  (b)  erence 

Stores 

4451 

Grocery  Stores 

$523 

$634 

$595 

$111 

18% 

4481 

Clothing  Stores 

$575 

$631 

$611 

$56 

9% 

4521 

Department  Stores 

* 

* 

$757 

* 

* 

4461 

Health  and  Personal  Care  Stores 

$923 

$1,141 

$1,098 

$218 

19% 

4431 

Electronics  and  Appliance  Stores 

$982 

$2,267 

$1,648 

$1,285 

57% 

4452 

Specialty  Food  Stores 

$508 

$447 

$500 

-$61 

-14% 

4422 

Home  Furnishings  Stores 

$2,124 

$495 

$1,561 

-$1,629 

-329% 

4441 

Building  Material  and  Supplies  Dealers 

$926 

$858 

$902 

-$68 

-8% 

4539 

Other  Miscellaneous  Store  Retailers 

$1,066 

$681 

$962 

-$385 

-57% 

4511 

Sporting  Goods,  Hobby,  Musical  Instrument  Stores 

$683 

$466 

$573 

-$217 

-47% 

4532 

Office  Supplies,  Stationery,  Gift  Stores 

$486 

$745 

$588 

$259 

35% 

4482 

Shoe  Stores 

$639 

$424 

$512 

-$214 

-51% 

4411 

Automobile  Dealers  (c) 

$1,507 

$1,592 

$1,534 

$85 

5% 

4529 

Other  General  Merchandise  Stores 

$534 

$773 

$655 

$240 

31% 

4483 

Jewelry,  Luggage,  Leather  Goods  Stores 

$1,095 

$1,062 

$1,085 

-$34 

-3% 

4471 

Gasoline  Stations  (c) 

$488 

$449 

$477 

-$38 

-9% 

4533 

Used  Merchandise  Stores 

$894 

$475 

$726 

-$419 

-88% 

4453 

Beer,  Wine,  and  Liquor  Stores 

$635 

$428 

$603 

-$207 

-48% 

4512 

Book,  Periodical,  and  Music  Stores 

$483 

$409 

$452 

-$74 

-18% 

4421 

Furniture  Stores 

$1,116 

$1,560 

$1,273 

$444 

28% 

4413 

Automotive  Parts,  Accessories,  and  Tire  Stores 

$837 

$718 

$784 

-$118 

-16% 

4531 

Florists 

$593 

N/A 

$592 

N/A 

N/A 

4442 

Lawn  and  Garden  Equipment  and  Supplies  Stores 

$538 

$484 

$508 

-$55 

-11% 

Total  Stores 

$823.19 

$821 

$815 

-$2 

0% 

Restaurants 

7225  Restaurants 

$490 

$494 

$494 

$3 

1% 

7224 

Drinking  Places  (Alcoholic  Beverages) 

$431 

N/A 

$431 

N/A 

N/A 

7223 

Special  Food  Services  (b) 

$472 

$664 

$539 

$191 

29% 

Total  Restaurants 

$485 

$512 

$493 

$26 

5% 

Banks,  Credit  Unions,  Savings  & Loans 

5221  Depository  Credit  Intermediation 

$2,284 

$2,900 

$2,852 

$616 

21% 

(a)  Assumes  50-week  work  year. 

(b)  Average  weekly  pay  for  firms  with  multiple  sites,  minus  average  weekly  pay  for  single-site  firms. 

(c)  Use  not  subject  to  San  Francisco's  formula  retail  controls. 

‘Suppressed  to  preserve  confidentiality 

“Single-Site  Firms"  are  firms  that  reported  one  worksite  in  California;  “Firms  with  Multiple  Sites”  reported  multiple  worksites  in 
California. 

Acronyms: 

N/A;  Not  applicable  (no  firms  fall  in  these  categories) 

NAICS:  North  American  Industry  Classification  System 

Source:  State  of  California  Employment  Development  Department  (EDD),  Quarterly  Census  of  Employment  and  Wages,  2012; 
Strategic  Economics,  2014.  Based  on  EDD  data  that  have  not  been  independently  verified. 
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Employee  Benefits 

In  2009,  two  years  after  the  adoption  of  San  Francisco’s  Paid  Sick  Leave  Ordinance  and  one  year  after  the 
adoption  of  the  Health  Care  Security  Ordinance,  researchers  at  U.C.  Berkeley  surveyed  1,010  firms  in 
San  Francisco  and  elsewhere  in  the  Bay  Area  on  their  health  benefit  and  paid  sick  leave  offerings.  Results 
were  broken  down  by  firm  size  (number  of  workers  at  location)  and,  for  paid  sick  leave,  by  industry.*^ 
Note  that  all  results  discussed  below  are  based  on  data  gathered  prior  to  the  adoption  of  the  Affordable 
Care  Act  (ACA),  which  introduced  a series  of  policies  designed  to  improve  access  to  health  coverage. 
Most  of  provisions  of  the  ACA  went  into  effect  at  the  beginning  of  2014. 

This  section  discusses  the  results  of  the  survey.  Figures  V-6  and  V-7  show  the  percent  of  surveyed  firms 
that  offered  health  insurance  and  the  deductible  of  the  most  popular  health  plans  by  firm  size  and  location. 
Figure  V-8  shows  the  percent  of  surveyed  firms  that  offered  paid  sick  leave  by  firm  size  and  industry. 
Key  findings  are  as  follows. 

Firms  in  San  Francisco  were  more  likely  to  offer  health  insurance  than  firms  elsewhere  in  the  Bay 
Area  in  2009.  In  San  Francisco,  99  percent  of  large  firms  (100  or  more  employees)  and  92  percent  of 
medium  firms  (20  to  99  employees)  offered  health  insurance  in  2009,  compared  to  96  percent  of  large 
firms  and  90  percent  of  medium  firms  elsewhere  in  the  Bay  Area  (Figure  V-6). 

Compared  to  large  firms,  small  firms  were  less  likely  to  offer  health  insurance  and  more  likely  to 
offer  policies  with  higher  deductibles.  In  San  Francisco,  just  over  70  percent  of  small  firms  (4  to  19 
employees)  offered  insurance  in  2009  (Figure  V-6).  Of  those  firms  that  offered  insurance,  small  firms 
were  much  more  likely  than  medium  or  large  firms  to  have  a high  deductible  (more  than  $1,000)  for  the 
most  popular  plan  (Figure  V-7).  The  2009  survey  did  not  collect  data  on  small  firms  located  elsewhere  in 
the  Bay  Area,  but  the  percentage  of  small  firms  offering  insurance  in  San  Francisco  appears  to  be  high  by 
national  standards.  As  a point  of  comparison,  a national  study  by  the  Kaiser  Foundation  found  that  only 
50  percent  of  firms  with  fewer  than  10  workers  offered  health  insurance  to  their  employees  in  2012.^^ 


As  discussed  above,  formula/multiple-site  retail  stores  and  restaurants  tend  to  be  significantly  larger  than 
independent/single-site  businesses.  The  results  shown  below  were  reported  in  William  H.  Dow,  Arindrajit  Dube,  and 
Carrie  Hoverman  Colla,  Say  Area  Employer  Health  Benefits  Survey:  Health  Benefits  Report  2009  (University  of 
California  Berkeley,  May  2010),  http://www.irle.berkeley.edu/cwed/wp/healthbenefits10.pdf;  and  Vicky  Lovell, 
“Universal  Paid  Sick  Leave,"  in  When  Mandates  Work:  Raising  Labor  Standards  at  the  Local  Level  (Berkeley; 
University  of  California  Press,  2014),  197-225. 

Panchal,  Rae,  and  Claxton,  Snapshots. 
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Figure  V-6.  Percent  of  Firms  that  Offered  Health  Insurance  by  Firm  Size  and  Location  (San  Francisco 
versus  Elsewhere  in  the  Bay  Area),  2009 


with  100+ 
Employees 


with  20-99 
Employees 


with  4-19 
Employees 


with  100+ 
Employees 


with  20-99 
Employees 


Source:  "Bay  Area  Employer  Health  Benefits  Survey:  Health  Benefits  Report  2009." 


Figure  V-7.  Deductible  of  Most  Popular  Health  Plan,  by  Firm  Size  and  Location  (San  Francisco  versus 
Elsewhere  in  the  Bay  Area),  2009 
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Source:  "Bay  Area  Employer  Health  Benefits  Survey:  Health  Benefits  Report  2009." 
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While  the  majority  of  San  Francisco  firms  provided  paid  sick  leave  in  2009,  paid  sick  leave  was  less 
common  at  small  businesses  and  businesses  in  the  leisure  and  hospitality  and  retail  and  wholesale 
trade  sectors.  The  2007  Paid  Sick  Leave  Ordinance  mandated  that  all  employees  who  work  in  San 
Francisco,  including  part-time  and  temporary  workers,  are  entitled  to  paid  time  off  from  work  when  they 
or  their  family  members  are  sick  or  need  medical  care.  As  of  2009,  82  percent  of  all  firms  in  San 
Francisco  indicated  that  they  were  in  compliance  with  the  law  (Figure  V-8).  In  comparison,  78  percent  of 
very  small  businesses  (fewer  than  10  employees),  62  percent  of  businesses  in  the  hospitality  trade,  and  78 
percent  of  businesses  in  the  retail  and  wholesale  trade  provided  paid  sick  leave.®'* 

Figure  V-8.  Percent  of  San  Francisco  Firms  Providing  Paid  Sick  Leave  by  Number  of  Workers  and 
Sector,  2009 

% of  Firms 


Providing  Paid 
Sick  Leave 


Number  of  Workers  at  Firm 
(All  Industries) 

1 to  9 

78.4% 

10  to  24 

92.0% 

25  to  49 

97.5% 

50  or  More 

99.4% 

Sector  (All  Firm  Sizes) 

Leisure  and  Hospitality 

62.1% 

Retail  and  Wholesale  Trade 

77.9% 

All  Firms 

82.1% 

Sources:  Bay  Area  Employer  Health  Benefits  Survey,  2009;  Calculations  by  Lovell.  2014. 

Summary  of  Findings 

Employment  practices  vary  as  much  or  more  by  retail  subsector  and  firm  size  as  by  whether  a business  is 
“formula”  or  “independent.”  On  average,  single-  and  multiple-site  retail  stores  and  restaurants  in  San 
Francisco  pay  similar  wages.  However,  these  averages  mask  large  pay  differences  within  some  retail 
subsectors.  Firms  with  multiple  sites  do  tend  to  employ  significantly  more  workers  than  firms  with  a 
single  location,  although  some  of  the  difference  may  be  due  to  scheduling  and  other  business  practices 
(e.g.,  multiple-site  firms  may  tend  to  hire  more  part-time  or  temporary  workers). 

Both  nationally  and  in  San  Francisco,  retail  stores,  restaurants,  and  smaller  firms  typically  provide  fewer 
benefits  compared  to  other  types  of  businesses.  However,  San  Francisco’s  labor  laws  raise  the  floor,  so 
that  firms  in  all  industries  are  required  to  offer  higher  pay  and  better  benefits  compared  to  their 
counterparts  elsewhere  in  the  country  (although  small  firms  are  exempt  from  some  requirements). 


^ For  most  types  of  firms,  the  percentage  offering  paid  sick  leave  in  2009  represented  a significant  increase  from 
before  the  Paid  Sick  Leave  Ordinance  went  into  effect.  Prior  to  the  implementation  of  the  ordinance,  only  64  percent 
of  very  small  firms  (fewer  than  10  workers),  24  percent  of  hospitality  firms,  and  62  percent  of  retail  and  wholesale 
trade  firms  offered  paid  sick  leave. 
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VI.  FORMULA  RETAIL  AND  THE  REAL  ESTATE  MARKET 


This  chapter  explores  the  relationships  among  the  commercial  real  estate  market  in  San  Francisco’s 
neighborhood  districts,  formula  retail  controls,  and  formula  retail  establishments.  In  addition  to 
qualitatively  assessing  the  roles  that  formula  retail  and  the  controls  play  in  neighborhood  districts. 
Strategic  Economics  used  data  from  CoStar,  a commercial  vendor,  to  examine  whether  the  approval, 
disapproval,  or  withdrawal  of  conditional  use  (CU)  applications  is  correlated  with  either  increases  or 
decreases  in  area  rental  rates  and  vacancies  in  selected  neighborhood  districts. 

Background  and  Methodology 

Although  individual  brokers  and  businesses  have  many  anecdotes  about  the  impact  of  either  formula  retail 
controls  or  formula  retail  businesses  on  the  commercial  real  estate  market,  it  is  difficult  to  isolate  and 
measure  those  impacts  on  a citywide  or  even  neighborhood  basis.  The  performance  of  neighborhood 
commercial  districts  is  constantly  shifting  due  to  broader  economic  trends  and  other  factors,  and  each  of 
San  Francisco’s  individual  shopping  districts  has  its  own  unique  character  and  serves  a distinct  market, 
making  the  districts  difficult  to  compare.  Moreover,  no  known  sources  collect  reliable  data  - especially 
time  series  data  - on  rents  and  vacancies  in  neighborhood-serving  districts. 

In  order  to  explore  the  relationship  between  formula  retail  and  the  real  estate  market  in  light  of  these 
challenges,  this  chapter  draws  on  multiple  qualitative  and  quantitative  sources.  These  include  comments 
provided  by  real  estate  brokers,  merchant  association  representatives,  and  other  stakeholders  during  the 
first  round  of  focus  groups;  interviews  with  several  additional  San  Francisco  real  estate  brokers;  published 
broker  reports;®^  and  a case  study  analysis  of  CoStar  data. 

CoStar  contacts  brokers,  owners,  and  developers  on  a quarterly  basis,  surveying  them  about  vacancies, 
asking  rents,  rents  from  recent  transactions,  tenants,  and  other  information.  In  San  Francisco,  CoStar 
tracks  more  than  7,000  retail  buildings,  most  of  which  are  located  in  and  around  Downtown.  Although 
CoStar  maintains  the  largest  and  most  comprehensive  database  of  commercial  real  estate  information  in 
the  country,  the  brokers  interviewed  for  this  chapter  cautioned  that  the  data  should  be  interpreted  with 
great  care.  CoStar’ s information  is  self-reported  by  real  estate  brokers,  many  of  whom  withhold  rental 
rates  in  order  to  protect  their  competitive  position.  In  addition,  many  properties  are  not  listed  on  CoStar. 
Small  landlords  in  neighborhood  commercial  districts  are  particularly  unlikely  to  list  their  properties  with 
CoStar.  Despite  these  limitations,  CoStar  remains  the  only  available  source  for  neighborhood-level  data 
on  rents  and  vacancies  and  - given  that  the  data  are  collected  by  a single  source  using  a consistent  method 
over  time  - can  at  least  be  expected  to  capture  broad  trends  over  time. 

Strategic  Economics  used  the  CoStar  database  to  collect  quarterly  data  on  rents  and  vacancies  in 
neighborhood  commercial  districts  (NCDs).  After  collecting  data  on  a number  of  NCDs  located 
throughout  the  city.  Strategic  Economics  selected  for  further  analysis  four  districts  that  had  attracted  at 
least  four  to  six  conditional  use  applications  since  2007,  and  for  which  CoStar  reported  a sufficient 
number  of  transactions  in  most  quarters  to  produce  meaningful  data  on  rents  and  vacancies.  These 
districts  are  the  Mission  Street  Neighborhood  Commercial  Transit  District  (NCT),  the  Ocean  Avenue 
NCT,  Lombard  and  Chestnut  Streets  between  Fillmore  and  Divisadero  Streets,  and  Geary  Boulevard 


Terranomics  Retail  Services,  “San  Francisco  Retail  Report,"  Second  Quarter  2013;  Marcus  & Millichap,  “Market 
Overview:  San  Francisco  Market  Overview,”  Third  Quarter  2013;  CoStar,  “The  CoStar  Retail  Report:  San  Francisco 
Retail  Market,"  Year-End  2013. 
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between  28*  and  Masonic  Avenues.^^  For  comparison,  data  were  also  collected  on  the  broader 
submarkets  in  which  the  neighborhood  commercial  districts  are  located.®’ 

Findings 

Understanding  the  Retail  Market 

Retail  rents  and  vacancies  are  influenced  by  many  factors,  including  broader  economic  trends,  the 
location  of  specific  neighborhoods  and  storefronts,  and  landlord  and  tenant  expectations.  This  section 
discusses  some  of  the  general  factors  that  influence  local  retail  markets. 

Fundamentally,  retail  real  estate  markets  are  driven  by  demand  for  goods  and  services.  Consumer 
demand  is  strongly  affected  by  the  performance  of  the  regional,  national,  and  global  economy. 

At  the  local  level,  rents  and  vacancies  vary  significantly  depending  on  location,  reflecting  the 
customer  traffic  and  sales  volume  that  different  locations  are  expected  to  yield.  For  example,  rents 
will  tend  to  be  higher  and  vacancies  lower  in  shopping  districts  that  draw  many  visitors  from  across  the 
region  or  serve  a neighborhood  with  high  average  incomes,  factors  that  typically  generate  high  retail  sales 
volumes.  Retailers  also  benefit  from  clustering  with  other  retailers;  a concentration  of  retail  activity 
creates  a destination  that  offers  variety  and  selection,  attracting  more  shoppers. 

Successful  shopping  districts  are  often  anchored  by  a large,  name-brand  retailer  that  drives 
business  to  smaller  retailers  in  the  same  district.  A cluster  of  similar  businesses,  such  as  restaurants  or 
clothing  boutiques,  can  also  act  as  an  anchor. 

National  retailers  typically  seek  large,  prominent  storefronts,  while  mom-and-pop  retailers  are 
often  better  suited  for  (and  can  better  afford)  smaller,  shallower  spaces.  The  location  and 
characteristics  of  any  given  storefront  will  also  affect  how  long  the  property  stays  vacant,  the  types  of 
tenants  that  the  space  can  attract,  and  the  rent  that  the  landlord  can  charge.  Retail  tenants  typically  prefer 
spaces  that  are  highly  visible  and  accessible  to  prospective  shoppers,  but  individual  tenants  often  have 
very  specific  requirements  for  the  kind  of  space  that  they  occupy.  For  example,  restaurants  require 
specific  utility  connections  and  ventilation  improvements. 

Landlords  often  perceive  a benefit  in  renting  to  national  or  regional  chains.  The  expectations  and 
resources  of  individual  landlords  and  tenants  will  affect  the  terms  of  any  given  transaction.  For  instance, 
landlords  often  perceive  a benefit  in  renting  to  chains,  which  typically  have  better  credit  and  can  sign 
longer  leases  than  local,  independent  retailers,  lowering  the  risk  that  the  tenant  will  be  unable  to  pay  its 
rent.  Landlords  also  have  an  interest  in  renting  a vacant  space  and  beginning  to  collect  rent  as  soon  as 
possible. 

Regulations  that  restrict  the  potential  range  of  tenants  - such  as  controls  on  where  formula  retail 
can  locate  - would  be  expected  to  drive  down  rents  and  increase  vacancies.  Land  use  regulations  can 
affect  the  real  estate  market  by  constraining  the  supply  or  viability  of  retail  space.  Some  zoning 
regulations,  like  formula  retail  controls,  effectively  limit  the  viability  of  retail  space  by  restricting  the 
types  of  tenants  that  are  permitted  in  particular  locations  or  increasing  the  time  and  cost  of  receiving 
entitlements.  These  types  of  regulations  would  be  expected  to  decrease  rents  and  increase  vacancy  rates. 
On  the  other  hand,  zoning  regulations  can  also  effectively  limit  the  supply  of  retail  space  by  restricting  the 


Several  districts  were  initially  included  in  the  analysis  but  had  to  be  discarded  due  to  insufficient  data.  These 
include  the  Polk  Street  NCD,  Lakeside  Plaza,  and  the  Upper  Fillmore  NCD. 

CoStar  divides  San  Francisco  into  several  submarkets.  The  Mission  Street  and  Ocean  Street  NCTs  are  located  in 
the  “Southern  City”  submarket,  which  includes  the  area  south  of  Street  and  west  of  Highway  101. 
Lombard/Chestnut  and  Geary  are  located  in  the  “West  of  Van  Ness”  submarket,  which  includes  the  area  west  of  Van 
Ness  Avenue  and  north  of  16*^  Street. 
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location,  amount,  or  type  of  retail  development  that  can  occur.  Regulations  that  limit  supply  would 
typically  be  expected  to  increase  rents  and  decrease  vacancy  rates.  In  addition  to  the  formula  retail 
controls,  the  San  Francisco  Planning  Code  includes  many  other  provisions  that  restrict  the  ability  of 
property  owners  to  develop  new  space,  and  the  types  of  tenants  that  are  permitted  in  certain  locations. 

San  Francisco’s  Commercial  Real  Estate  Market  and  Formula  Retail 

San  Francisco’s  retail  market  is  among  the  strongest  in  the  country,  but  rents  vary  significantly  by 
location  within  the  city.  San  Francisco’s  low  unemployment  rate  and  growing  household  incomes  have 
led  to  a booming  commercial  real  estate  sector.  Terranomics,  a real  estate  firm  focused  on  the  retail  sector 
in  Northern  California,  reported  that  asking  rents  for  freestanding  and  street  level  retail  space  increased  10 
to  15  percent  between  mid-2012  and  mid-2013  in  the  city  as  a whole.  Average  asking  rents  in  the  second 
quarter  of  2013  ranged  from  $20  per  square  foot  per  year  (NNN^*)  in  some  outlying  areas  to  between  $50 
and  $60  in  the  heart  of  the  Financial  District  and  $100  to  $200  at  Union  Square.  These  rents  reflect  the 
range  of  sales  volumes  that  stores  can  expect  to  generate  in  different  locations  within  the  city. 

The  formula  retail  regulations  create  disincentives  for  formula  retailers  to  locate  in  San  Francisco's 
neighborhood  commercial  districts.  According  to  brokers  who  work  with  chain  retailers,  obtaining  a 
formula  retail  CU  authorization  typically  takes  6 to  12  months  and  can  cost  tens  of  thousands  of  dollars, 
including  fees  for  attorneys,  architects,  and  community  outreach  consultants  and  other  costs.  As  a result, 
brokers  report  that  many  formula  retailers  are  unwilling  to  consider  locations  in  San  Francisco’s 
neighborhood  commercial  districts.  In  addition,  because  of  the  time,  cost,  and  uncertainty  associated  with 
the  CU  process,  formula  retailers  typically  insist  on  leases  that  give  the  tenant  the  right  to  terminate  if  the 
tenant  does  not  succeed  in  obtaining  the  necessary  entitlements,  and/or  to  delay  paying  rent  until  the 
entitlements  are  issued. 

The  formula  retail  regulations  also  create  costs  and  uncertainty  for  landlords,  but  market 
conditions  in  the  most  attractive  markets  may  still  favor  formula  retailers.  For  landlords,  these 
provisions  mean  that  signing  a formula  retailer  as  a tenant  can  entail  significant  opportunity  costs  (i.e.,  no 
rent  for  6 to  12  months)  and  uncertainty.  On  the  other  hand,  many  landlords  in  San  Francisco’s  most 
attractive  retail  markets  (e.g..  Upper  Fillmore)  require  letters  of  credit  guaranteeing  6 to  12  months’  worth 
of  rent,  and/or  charge  a several  thousand  dollars  in  “key  money”  as  a condition  of  signing  the  lease.’® 
Start-ups  and  other  independent  retailers  often  find  it  difficult  to  meet  these  requirements. 

Formula  retail  controls  may  help  lower  costs  for  independent  retailers,  but  most  of  these  retailers 
are  not  suited  for  spaces  with  large  floor  plates.  By  making  neighborhood  commercial  districts  less 
attractive  for  formula  retailers,  the  formula  retail  controls  likely  help  create  lower-cost  opportunities  for 
independent  retailers  who  cannot  compete  for  space  in  San  Francisco’s  premium  retail  locations. 
However,  most  independent  retailers  are  best  suited  for  smaller  storefronts;  as  discussed  in  Chapter  IV,  80 
percent  of  independent  retailers  occupy  3,000  square  feet  or  less,  while  85  percent  of  formula  retailers 
occupy  more  than  3,000  square  feet.  Brokers  report  that  large,  deep  spaces  may  sit  empty  for  extended 
periods  of  time  if  a formula  retail  CU  application  is  disapproved  or  withdrawn,  and  that  these  vacant 
spaces  can  act  as  a drag  on  the  vibrancy  and  overall  performance  of  the  surrounding  district.” 


In  a triple  net  (NNN)  lease,  the  tenant  agrees  to  pay  all  real  estate  taxes,  building  insurance,  and  maintenance  on 
the  property  in  addition  to  rent  and  utilities. 

Terranomics,  2013. 

Note  that  “key  money''  can  refer  to  payments  that  new  tenants  make  either  to  a landlord  in  order  to  secure  a lease, 
or  to  an  existing  tenant  for  the  right  to  assume  the  tenant’s  lease. 

” The  Planning  Commission  considers  neighborhood  vacancy  rates  in  deciding  whether  to  issue  formula  retail  CU 
authorizations. 
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A formula  retailer  that  serves  as  an  anchor  can  have  a positive  effect  on  neighboring  retailers  and 
the  local  real  estate  market,  while  other  formula  retailers  may  detract  from  the  economic  health  of 
a district.  As  discussed  in  Chapter  V,  most  of  the  literature  on  the  economic  impact  of  chain  retail  has 
focused  on  Walmart  or  other  big  box  stores.’^  However,  San  Francisco’s  formula  retail  controls  cover  a 
wide  range  of  business  types  and  big  box  stores  are  very  rare  in  the  city;  as  shown  in  Chapter  IV,  only 
five  percent  of  the  city’s  formula  retail  establisliments  are  between  20,000  and  50,000  square  feet,  while 
less  than  one  percent  are  more  than  50,000  square  feet.  As  a result,  it  is  impossible  to  generalize  about  the 
impact  of  formula  retail  on  neighboring  retailers  or  the  broader  real  estate  market  based  on  previous 
studies.  However,  the  experience  of  brokers,  merchants,  and  other  stakeholders  illustrates  that  different 
formula  retailers  can  have  different  neighborhood  impacts.  For  example,  a formula  retailer  that  serves  as 
an  anchor  and  draws  new  customers  to  a neighborhood  commercial  district  can  have  a positive  effect  on 
other  retailers  in  the  district,  and  potentially  lead  to  increased  sales  and  rents.  Other  formula  retailers 
could  detract  from  the  attractiveness  or  distinctive  feel  of  a district,  leading  to  decreased  sales  and  rents 
and  increased  vacancies. 

Regional  and  national  economic  trends  appear  to  be  the  most  important  factor  affecting  the 
performance  of  neighborhood  commercial  districts.  Figures  VI-1  through  Vl-4  show  formula  retail 
CU  application  activity  (approved,  disapproved,  and  withdrawn  applications)  compared  to  average  rents 
and  vacancy  rates  in  selected  neighborhood  commercial  districts.’^  For  comparison,  the  charts  also  show 
average  rents  and  vacancy  rates  in  the  broader  submarkets,  as  defined  by  CoStar.  Overall,  rents  began  to 
fall  in  2008  or  2009  as  the  national  economy  plunged  into  recession,  and  began  to  increase  again  in  201 1 
or  2012  as  the  economy  recovered.  Formula  retail  CU  application  activity  is  also  strongly  correlated  with 
the  business  cycle,  with  most  of  the  applications  occurring  before  or  after  the  recession.  Vacancy  rates  arc 
much  more  volatile,  likely  reflecting  the  outsize  effect  that  one  or  two  newly  vacated  or  filled  storefronts 
can  have  on  the  average  vacancy  rate  in  a small  area. 

Formula  retail  conditional  use  applications  that  were  approved  in  2008  or  2009  were  generally 
followed  by  a decrease  in  rents;  applications  approved  after  2011  were  generally  followed  by  an 
increase  in  rents.  This  pattern  reflects  the  over-riding  importance  of  the  business  cycle  in  driving  the 
retail  market.  The  Lombard/Chestnut  area  (Figure  VI-3)  showed  a slightly  different  pattern;  rents 
continued  to  go  up  for  several  quarters  after  Apple  and  Urban  Outfitters  were  approved  in  2007  and  2008, 
with  the  dip  in  rents  slightly  delayed  and  more  shallow  compared  to  the  other  districts.  This  may  in  part 
reflect  the  fact  that  Apple  and  Urban  Outfitters  helped  support  an  increase  in  rents  by  attracting  new 
customers  to  the  area;  on  the  other  hand,  the  Lombard/Chestnut  area  may  simply  have  performed  better 
due  to  other  underlying  strengths. 

Summary  of  Findings 

The  impact  of  formula  retail  and  formula  retail  controls  on  the  real  estate  market  in  San  Francisco’s 
neighborhood  commercial  districts  is  as  complex  and  varied  as  the  districts  themselves.  Based  on  the 
selected  neighborhoods  for  which  data  were  available,  there  does  not  appear  to  be  a consistent 
relationship  between  the  approval  of  a new  formula  retail  CU  and  the  subsequent  direction  of  local  rents 


^^For  example,  see  John  Haltiwanger,  Ron  Jarmin,  and  Cornell  John  Krizan,  Mom-and-Pop  Meet  Big-Box: 
Complements  or  Substitutes?,  Working  Paper  (Cambridge,  MA:  National  Bureau  of  Economic  Research,  September 
2009),  http://www.sciencedirect.eom/science/article/pii/S0094119009000643;  David  Neumark,  Junfu  Zhang,  and 
Stephen  Ciccarella,  The  Effects  of  Wal-Mart  on  Local  Labor  Markets,  Working  Paper  (Cambridge,  MA:  National 
Bureau  of  Economic  Research),  accessed  February  18,  2014,  http://www.nber.org/papers/w11782.pdf;  Emek  Basker, 
“Job  Creation  or  Destruction?  Labor  Market  Effects  of  Wal-Mart  Expansion,”  Review  of  Economics  and  Statistics  87, 
no.  1 (February  1,  2005):  174-83,  doi:  10.1 162/0034653053327568. 

Note  that  CUs  are  shown  in  the  quarter  in  which  final  Planning  Department  action  took  place.  Leases  may  have 
been  signed  as  many  as  6 to  12  months  prior  to  Planning  Department  action  on  the  CU;  for  CUs  that  were  approved, 
the  formula  retailer  in  question  may  not  open  until  several  months  later. 


Formula  Retail  Phase  II  Report 


-66- 


April  10,  2014 


DRAFT 


and  vacancies.  Rather,  retail  market  trends  over  time  appear  to  be  primarily  related  to  regional  and 
national  economic  cycles.  Moreover,  different  formula  retailers  likely  have  different  neighborhood 
impacts;  a new  retailer  can  have  a positive,  negative,  or  neutral  effect  depending  on  the  extent  to  which  it 
contributes  to  the  overall  attractiveness  of  the  district  and  attracts  new  customers.  These  effects  are 
explored  in  more  detail  in  the  neighborhood  case  studies  in  Chapter  VIII. 
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Figure  VI-1.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Mission 
Street  Neighborhood  Commercial  Transit  District,  2006- January  2014 


CU  Approved 
CU  Withdrawn 
■ Mission  Street  NCT 
Southern  City  Submarket 


■■■■  CU  Approved 
CU  Withdrawn 
— — Mission  Street  NCT 
Southern  City  Submarket 


The  Southern  City  Submarket  stretches  south  of  16th  Street  to  the  Daly  City  border,  and  west  of  Highway  101  to  the  shoreline. 
Acronyms: 

CU;  Conditional  use  application 

NCT:  Neighborhood  commercial  transit  district 

NNN:  Triple  net 

Sources;  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 
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Figure  VI-2.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Ocean 
Avenue  Neighborhood  Commercial  Transit  District,  2006- January  2014 
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Acronyms; 

CU:  Conditional  use  application 

NCT:  Neighborhood  commercial  transit  district 

NNN:  Triple  net 

Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 
Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 
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101  to  the  shoreline. 
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Figure  VI-3.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  on  Lombard  and 
Chestnut  Streets  (Fillmore  Street  to  Divisadero  Street),  2006-January  2014 


■ CD  Approved 

■ CU  Disapproved 


- Lombard  & Chestnut 
(Rllmore  to  Divisadero) 


Vacancy  Rate 


■ CD  Approved 

■ CU  Disapproved 


- Lombard  & Chestnut 
(Fillmore  to  Divisadero) 


Acronyms: 

CU:  Conditional  use  application;  NNN:  Triple  net 
Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 
Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified. 


Formula  Retail  Phase  II  Report 


April  10,  2014 


DRAFT 


Figure  VI-4.  Rents,  Vacancies,  and  Formula  Retail  Conditional  Use  Application  Activity  on  Geary 
Boulevard  (28'^  Avenue  to  Masonic  Avenue),  200 6- January  2014 

Rents 


CU  Approved 

CU  Disapproved 

——Geary  (28th  to  Masonic) 

West  of  Van  Ness 

Submarket 


Vacancies 


Acronyms; 

CU:  Conditional  use  application:  NNN;  Triple  net 
Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 
Rents  and  vacancies  based  on  CoStar  data  that  have  not  been  independently  verified.  • 
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VII.  CHANGING  THE  DEFINITION  OF  FORMULA  RETAIL 


This  chapter  assesses  the  potential  effect  of  changing  the  definition  of  “formula  retail”  in  the  San 
Francisco  Planning  Code,  as  proposed  in  various  ordinances  under  consideration  before  the  Board  of 
Supervisors. 

Background  and  Methodology 

As  summarized  in  Chapter  II,  the  Plaiming  Code  currently  defines  formula  retail  as  “a  type  of  retail  sales 
activity  or  retail  sales  establishment  which,  along  with  eleven  or  more  other  retail  sales  establishments 
[i.e.,  12  total,  including  the  proposed  establishment]  located  in  the  United  States,  maintains  two  or  more 
of  the  following  features:  a standardized  array  of  merchandise,  a standardized  fa9ade,  a standardized 
decor  and  color  scheme,  a standardized  uniform,  standardized  signage,  a trademark  or  a servicemark.”^'’ 
Use  types  subject  to  this  definition  generally  include  restaurants,  bars,  liquor  stores,  retail  stores  and 
service  establishments,  banks,  and  movie  theaters.  On  the  other  hand,  some  uses  that  are  often  considered 
retail  in  other  contexts  - for  example,  hair  salons,  gyms,  health  care  outlets,  gas  stations,  home  mortgage 
centers,  tax  service  centers,  and  auto  dealerships  — are  not  currently  subject  to  the  City’s  formula  retail 
controls. 

The  Board  of  Supervisors  is  considering  a number  of  ordinances  that  would  alter  the  City’s  formula  retail 
controls.  Among  other  proposed  changes,  the  various  ordinances  could  potentially  affect  the  definition  of 
formula  retail  in  three  key  ways: 

1 . Change  the  definition  of  a formula  retail  use  to  include  businesses  that  have  1 1 or  more  other 
retail  establishments  located  anywhere  in  the  world;  currently,  formula  retail  is  defined  based  on 
the  number  of  establishments  located  in  the  U.S.  only. 

2.  Expand  the  definition  of  formula  retail  to  include  establishments  “where  fifty  percent  (50%)  or 
more  of  the  stock,  shares,  or  any  similar  ownership  interest ...  is  owned  by  a formula  retail  use, 
or  a subsidiary,  affiliate,  or  parent  of  a formula  retail  use,  even  if  the  establishment  itself  may 
have  fewer  than  eleven  other  retail  sales  establishments  permitted  or  located  in  the  world.” 

3.  Apply  the  definition  to  new  land  uses;  these  are  listed  Figure  VII-1  and  defined  in  Appendix  C. 

Ordinances  proposed  by  Supervisors  Mark  Farrell  and  London  Breed  would  make  the  first  two  changes 
listed  above  (including  businesses  with  1 1 or  more  locations  anywhere  in  the  world  or  where  50  percent 
or  more  of  the  company  is  owned  by  a formula  retail  use)  to  the  definition  of  formula  retail  in  selected 
neighborhood  commercial  districts  only.  An  ordinance  proposed  by  Supervisor  Eric  Mar  would  make  all 
three  changes  to  the  citywide  definition  of  formula  retail. 

In  order  to  evaluate  the  potential  impact  of  these  changes.  Strategic  Economics  assessed  how  many 
existing  business  establishments  in  San  Francisco  would  be  considered  “formula  retail”  under  these 
proposals.  Note  that  establishments  that  are  already  entitled  in  San  Francisco  would  not  be  subject  to 
changes  in  the  formula  retail  controls  unless  such  a business  opened  a new  location  within  the  city. 
However,  San  Francisco’s  existing  businesses  are  the  best  available  proxy  for  understanding  the  types  of 
businesses  that  are  likely  to  consider  locating  in  San  Francisco  in  the  future.  Moreover,  existing 
businesses  may  be  affected  by  the  controls  if  they  propose  to  open  a new  location  in  the  city.  The  analysis 
was  performed  using  information  on  headquarters  location,  business  status  (whether  a business  is  a 
subsidiary,  branch,  franchise,  or  headquarters),  number  of  global  corporate  family  members  (chains  and 


San  Francisco  Planning  Code,  Section  303(i)(1). 
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subsidiaries),  and  type  of  industry  included  for  each  establishment  in  the  2012  Dun  & Bradstreet  (D&B) 
dataset. 

Findings 

Expanding  the  definition  of  formula  retail  to  apply  to  businesses  with  eleven  or  more  outlets 
worldwide  would  likely  affect  a limited  number  of  businesses.  Ten  percent  of  businesses  with  12  or 
more  corporate  family  members  are  part  of  a corporation  that  is  headquartered  outside  of  the  U.S. 
However,  the  vast  majority  of  these  have  long-established  presences  in  the  U.S.  and  already  qualify  as 
formula  retail  under  the  current  Planning  Code.’^  This  includes  many  of  the  rapidly  expanding, 
international  brands  that  already  have  a presence  in  San  Francisco  or  have  recently  proposed  a new 
location,  such  as  Polio  Campero  (Central  American-based  fast  food  restaurant),  Aesop  (Australian-based 
perfume  and  body  products  store).  Loving  Hut  (international  vegan  restaurant),  Daiso  (Japanese  home 
products),  and  Uniqlo  (Japanese  clothing  store).’^  Many  (though  not  all)  of  these  international  chains 
have  chosen  to  open  their  San  Francisco  locations  in  neighborhoods  with  a strong  ethnic  identity,  such  as 
Japantown,  Chinatown,  or  the  Mission. 

The  proposed  change  would  affect  a limited  number  of  international  companies  that  have  fewer  than  12 
establishments  in  the  U.S.,  but  more  in  other  countries.  Books  Kinokuniya  (Japanese  bookstore  with 
dozens  of  locations  in  Japan  and  other  countries,  including  eight  establishments  in  the  U.S.  and  one  in 
San  Francisco’s  Japantown)  and  Muji  (Japanese  retailer  that  sells  a variety  of  household  goods,  with  eight 
locations  in  the  U.S.,  including  one  in  San  Francisco)  are  examples  of  brands  that  could  be  affected  by  the 
change  if  they  proposed  a new  location  in  districts  where  formula  retail  is  regulated. 

Similarly,  expanding  the  definition  to  include  establishments  that  are  majority-owned  by  formula 
retail  businesses  is  also  likely  to  affect  a small  number  of  potential  new  businesses.  This  proposed 
policy  change  is  designed  to  address  several  recent  cases  of  new  or  proposed  establishments  that  did  not 
have  to  go  through  the  formula  retail  CU  process  even  though  they  were  owned  by  formula  retailers,  such 
as  Jack  Spade  in  the  Mission  (owned  by  Liz  Claiborne)  and  Athleta  and  Evolution  Juice  in  Upper 
Fillmore  (owned  by  The  Gap  and  Starbucks,  respectively).  Based  on  the  businesses  that  are  already 
located  in  San  Francisco,  however,  this  proposed  change  is  unlikely  to  have  a wide-ranging  effect. 
Subsidiaries  - defined  as  a corporation  that  is  more  than  50  percent  owned  by  another  corporation  and  has 
a different  legal  business  name  from  its  parent  company  - account  for  only  3 percent  of  retail  businesses 
in  San  Francisco  that  have  12  or  more  corporate  family  members.  Most  of  these  would  already  qualify  as 
formula  retail  under  the  existing  Planning  Code,  because  they  have  12  or  more  locations  of  the  same  trade 
name  in  the  U.S.’’ 

Expanding  the  application  of  formula  retail  controls  to  other  types  of  land  uses  would  affect  a more 
significant  number  of  potential  applicants.  Figure  VII-1  shows  the  estimated  number  of  establishments 
that  fall  into  the  land  use  categories  that  Supervisor  Mar’s  proposed  legislation  would  add  to  the  list  of 
uses  potentially  subject  to  formula  retail  regulation^.  Appendix  C provides  definitions  for  the  land  uses,  as 


For  example,  highly  recognizable  brands  like  T-Mobile  (based  in  Gennany),  7-Eleven  (headquartered  in  Japan), 
The  Body  Shop  (headquartered  in  England),  and  Sephora  (based  in  France)  account  for  many  of  the  130  businesses 
headquartered  outside  of  the  United  States.  Note  that  because  the  majority  of  businesses  headquartered  overseas 
have  at  least  12  outlets  in  the  U.S.,  these  businesses  were  generally  considered  to  be  “formula  retail”  for  the 
purposes  of  the  study  and  are  included  in  the  statistics  provided  in  Chapters  III  and  IV. 

Uniqlo  has  17  locations  in  California,  New  Jersey,  New  York,  and  Connecticut;  however,  when  the  brand  opened 
its  first  San  Francisco  location  in  2012  it  had  just  four  other  locations  in  New  York  and  New  Jersey.  Carolyn  Said, 
“Uniqlo  Opens  S.F.  Store,”  SFGate,  October  4,  2012,  http://www.sfgate.com/business/article/Uniqlo-opens-S-F-store- 
39 1 9489 . ph  p#s  rc=fb . 

Note  that  because  the  majority  of  subsidiaries  have  at  least  12  outlets  in  the  U.S.,  these  businesses  were  generally 
considered  to  be  “formula  retail”  for  the  purposes  of  the  study  and  are  included  in  the  statistics  provided  in  Chapters 
III  and  IV. 
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excerpted  from  the  Planning  Code.  Many  of  the  land  uses  included  in  the  legislation  cover  types  of 
businesses  that  people  often  think  of  as  retail  but  that  are  not  currently  covered  by  the  definition  of 
formula  retail,  such  as  salons,  gyms,  and  other  personal  service  establishments;  automobile  sales,  rentals, 
service,  and  repair;  and  gas  stations.  In  addition,  wholesale  companies,  administrative  offices,  business  or 
professional  service  companies,  medical  clinics,  and  hotels  would  also  be  affected. 

Based  on  the  industry  (North  American  Industry  Classification  System  [NAICS])  codes  recorded  in  the 
D&B  dataset,  an  estimated  21,330  existing  businesses  in  San  Francisco  most  likely  fall  into  one  of  these 
land  use  categories.  Of  these  860  (4  percent)  could  potentially  be  considered  formula  retail  based  on  the 
number  of  corporate  family  members  recorded  in  the  D&B  database  (Figure  VII- 1). 


Figure  VII- 1.  Land  Uses  Included  in  Supervisor  Eric  Mar's  Proposed  Legislation:  Potential  Number  of 
Formula  Retail  Establishments 


Land  Use 

Potential 
Formula  Retail 
Establishments 
(a) 

Estimated  Total 
Establishments 

Potential 
Formula  Retail 
Establishments 
as  a % of  Total 

Automobile  Sale  or  Rental 

50 

210 

24% 

Automotive  Gas  Station 

40 

120 

31% 

Automotive  Service  Station  and  Repair 

20 

580 

4% 

Hotel,  Tourist 

90 

550 

16% 

Service,  Administrative 

140 

4,590 

3% 

Service,  Business  or  Professional 

150 

2,960 

5% 

Service,  Fringe  Financial 

30 

210 

16% 

Service,  Medical 

80 

4,960 

2% 

Service,  Personal  & Massage  Establishment 

50 

2,160 

2% 

Trade  Shops 

30 

690 

4% 

Wholesale  Sales 

160 

3,470 

4% 

Other (b) 

30 

830 

4% 

Total 

860 

21,330 

4% 

(a)  Includes  franchises  and  businesses  with  12  or  more  total  global  corporate  family  members  (branches  or  subsidiaries). 


(b)  Includes  ambulance  service,  animal  hospital,  automobile  parking,  automotive  vrash,  other  entertainment,  mortuary,  and  storage 
land  uses. 

Certain  land  uses  (light  manufacturing,  limited  service  financial,  adult  entertainment,  neighborhood  agriculture,  large-scale 
agriculture)  were  excluded  from  the  analysis  because  no  corresponding  North  American  Industry  Classification  System  (NAICS) 
codes  were  identified;  remaining  land  uses  (tobacco  paraphernalia  establishments,  gift  store  tourist  oriented,  jewelry  store)  were 
excluded  because  they  are  already  covered  under  existing  formula  retail  legislation. 

Columns  may  not  add  due  to  rounding. 

Sources:  Dun  & Bradstreet,  2012;  Strategic  Economics,  2014.  Based  on  Dun  & Bradstreet  business  data  that  have  not  been 
independently  verified;  all  numbers  are  approximate. 


Summary  of  Findings 

Changing  the  definition  of  formula  retail  to  include  subsidiaries  of  formula  retailers  or  international 
chains  with  fewer  than  1 1 other  establishments  in  the  U.S.  is  unlikely  to  have  a wide-reaching  effect, 
although  some  potential  applicants  would  be  affected.  On  the  other  hand,  expanding  the  application  of 
formula  retail  controls  to  other  types  of  land  uses  could  affect  a significant  number  of  businesses 
considering  new  locations  in  San  Francisco. 
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VIII.  NEIGHBORHOOD  CASE  STUDIES 

This  chapter  provides  case  studies  of  the  role  that  formula  retail  plays  in  San  Francisco’s  neighborhood 
commercial  districts,  focusing  on  three  such  districts:  the  Upper  Fillmore  Neighborhood  Commercial 
District  (NCD),  the  Ocean  Avenue  Neighborhood  Commercial  Transit  District  (NCT),  and  Geary 
Boulevard  between  14**^  Avenue  and  28*  Avenue.’*  As  envisioned  in  the  San  Francisco  Planning  Code, 
NCDs  are  primarily  intended  to  provide  retail  goods  and  services  for  the  immediately  surrounding 
neighborhoods.  One  of  the  main  purposes  of  the  City’s  formula  retail  controls  is  to  protect  the  distinct 
character  of  San  Francisco’s  NCDs,  as  well  as  the  diversity  of  businesses  and  merchandise  available  in 
the  NCDs. 

In  order  to  explore  how  formula  retail  establishments  and  the  formula  retail  controls  fit  into  this  vision, 
the  case  studies  discuss  the  different  functions  that  formula  retail  establishments  can  play  in  serving  local 
residents  and  workers  versus  shoppers  from  elsewhere  in  the  city  or  region.  The  case  studies  also  examine 
how  new  and  existing  formula  retail  establishments  and  the  City’s  formula  retail  controls  contribute  to  or 
detract  from  the  overall  aesthetics  and  economic  vitality  of  the  districts,  and  how  the  formula  retail 
conditional  use  (CU)  process  has  proceeded  in  different  neighborhoods.  As  discussed  in  Chapter  II,  the 
CU  process  is  intended  to  allow  the  Planning  Commission  to  determine  whether  each  formula  retail 
applicant  is  necessary,  desirable,  and  consistent  with  the  general  character  of  the  neighborhood,  a decision 
that  is  informed  by  public  comment.’^ 

The  case  studies  were  selected  to  represent  a diverse  spectrum  of  San  Francisco’s  neighborhood 
commercial  districts,  including  a wide  range  of  geographic  locations,  physical  contexts,  retail  functions, 
and  neighborhood  demographics.  Upper  Fillmore,  located  in  the  Northern  Neighborhoods  subarea  (as 
defined  in  Chapter  III),  is  a rapidly  changing  district  that  in  recent  years  has  seen  a significant  shift  in  the 
types  of  retailers  occupying  local  storefronts.  The  district’s  pedestrian-scaled  streets,  well-maintained 
Victorian  buildings,  and  location  in  one  of  San  Francisco’s  highest  income  neighborhoods  has  attracted  a 
growing  number  of  new  high-end  formula  clothing  stores  and  other  chain  retail  establishments. 

In  contrast.  Ocean  Avenue  and  Geary  Boulevard  were  among  the  25  neighborhoods  selected  for  the 
Invest  in  Neighborhoods  Initiative,  a program  of  the  Mayor’s  Office  of  Economic  and  Workforce 
Development  (OEWD)  that  focuses  City  resources  on  neighborhoods  demonstrating  economic  need  and 
potential  for  growth.  Ocean  Avenue  is  a walkable,  compact  shopping  district  in  the  Southern 
Neighborhoods  subarea,  with  many  commercial  buildings  dating  from  the  1920s,  1930s,  and  1940s.*°  The 
district  has  a range  of  formula  and  independent  retailers  that  serve  the  daily  needs  of  residents  and 
students  from  nearby  City  College  of  San  Francisco,  and  has  experienced  significant  new  public  and 
private  investment  beginning  with  a Better  Neighborhoods  planning  and  rezoning  effort  that  started  in  the 
early  2000s.  The  Geary  Boulevard  case  study  area,  located  in  the  Outer  Richmond,  is  a diverse 
commercial  district  known  for  Chinese,  Korean,  Irish,  and  Russian  retailers  and  restaurants.  The  district 
both  serves  daily  shoppers  from  the  surrounding,  moderate  income  neighborhoods  and  attracts  shoppers 
from  around  the  region,*'  reflecting  the  high  daily  traffic  that  Geary  Boulevard  carries  as  one  of  San 


The  Geary  Boulevard  case  study  area  is  zoned  NC-3  (moderate  scale  commercial),  but  is  not  a named  NCD. 

Strategic  Economics  and  City  staff  intentionally  selected  three  NCDs  where  formula  retail  is  subject  to  conditional 
use  authorization  and  not  prohibited,  since  there  are  no  current  proposals  to  expand  the  districts  where  formula  retail 
is  prohibited. 

City  and  County  of  San  Francisco,  Balboa  Park  Station:  An  Area  Plan  of  the  General  Plan  of  the  City  and  County  of 
San  Francisco,  2009,  http://www.sf-planning.org/Modules/ShowDocument.aspx?documentid=1983. 

San  Francisco  Office  of  Economic  and  Workforce  Development  Invest  in  Neighborhoods  Program,  “Geary 
Boulevard  Neighborhood  Profile,  February  2013,  http://oewd.org/IIN.aspx. 
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Francisco’s  major  arterial  corridors.  The  district  has  not  been  the  subject  of  a major  rezoning  effort,  but  is 
undergoing  a planning  process  to  bring  bus  rapid  transit  (BRT)  to  the  area  by  2019. 

Case  Study  Methodology 

The  case  studies  are  based  on  a range  of  quantitative  and  qualitative  research  methods.  To  the  extent 
possible  for  each  case  study,  Strategic  Economics  conducted  the  following  tasks: 

• Site  visits. 

• Review  of  existing  resources,  including  (as  available  for  each  district)  Invest  in  Neighborhood 
reports  from  the  Mayor’s  Office  of  Economic  and  Workforce  Development,  newspaper  articles, 
blogs,  and  other  relevant  websites. 

• Interviews  with  two  to  three  stakeholders,  including  a representative  from  the  local  merchants’ 
association,  a commercial  real  estate  broker,  and/or  a representative  from  a local  residents’ 
association.®^ 

• Characterization  of  existing  formula  and  independent  retail  establishments,  based  on  the  2012 
Dun  & Bradstreet  dataset  and  (as  available  for  each  district)  recent  storefront  inventories 
conducted  by  the  Invest  in  Neighborhoods  Program,  local  merchants’  associations,  and  the  San 
Francisco  Commercial  Brokers’  “Formula  Retail  Mapping  Project.” 

• Assessment  of  formula  retail  conditional  use  (CU)  applications  over  time. 

• Examination  of  demographic  data  in  the  surrounding  “primary  trade  area”  (defined  as  Census 
Tracts  located  within  a half-mile  radius  of  each  shopping  district®®),  including  data  on  population 
and  household  density,  household  types,  household  income,  and  race  and  ethnicity. 

• Analysis  of  City  sales  tax  data,  including  data  on  the  number  of  stores  and  restaurants  reporting 
sales  tax  and  average  sales  tax  revenues  generated  per  establishment  between  2002  and  2013. 
Note  that  because  of  the  way  the  City  collects  sales  tax  data,  sales  tax  revenues  were  only 
available  for  businesses  with  one  location  in  San  Francisco  (referred  to  as  “single-site”  businesses 
below).  ®^  While  most  of  these  are  likely  to  be  independent  retailers,  some  “single-site”  businesses 
may  have  1 1 or  more  other  locations  outside  of  the  city. 

• Analysis  of  CoStar  real  estate  data  on  rents  and  vacancies  over  time  (as  available  for  each 
district).®^ 

• Survey  of  “auto-oriented”  parcels,  including  surface  parking  lots,  parking  garages,  and  gas 
stations.  The  surveys  were  based  on  parking  data  collected  by  SF  Park  in  2011,  as  updated  and 
verified  using  Google  Maps  and  Google  Streetview. 

The  following  sections  discuss  the  results  of  the  analysis  performed  for  each  case  study. 


^ A list  of  interviewees  is  provided  in  Appendix  E. 

^ A one-mile  radius  is  a common  rule  of  thumb  for  defining  the  trade  area  for  most  daily  needs-serving  uses. 
However,  a half-mile  radius  better  captures  the  primary  trade  area  for  San  Francisco's  neighborhoods  given  the  city's 
geographic  barriers  and  the  density  of  neighborhood  commercial  districts  in  the  city. 

“ Firms  with  more  than  one  site  in  San  Francisco  report  all  sales  tax  revenues  to  one  central  location;  it  is  not 
gDSsible  to  determine  how  much  of  the  revenues  originated  from  any  particular  location. 

^ CoStar  maintains  the  largest  and  most  comprehensive  database  of  commercial  real  estate  information  in  the 
country,  but  the  data  are  subject  to  significant  limitations.  Costar's  information  is  self-reported  by  real  estate  brokers, 
many  of  whom  withhold  rental  rates  in  order  to  protect  their  competitive  position.  In  addition,  many  properties  are  not 
listed  on  CoStar. 
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Upper  Fillmore  Neighborhood  Commercial  District 

The  Upper  Fillmore  NCD  (shown  in  Figure  VIII-1)  is  a long-standing  retail  and  restaurant  district  that 
serves  one  of  San  Francisco’s  highest-income  neighborhoods  and  is  currently  emerging  as  a high-end 
fashion  destination.  High-end  stores  and  restaurants  - including  both  formula  and  independent  retailers  - 
are  drawn  to  Upper  Fillmore  by  the  demographics  of  the  surrounding  neighborhood,  the  district’s 
pedestrian-oriented,  Victorian  shopping  environment,  and  the  advantages  of  co-locating  with  similar 
retailers  in  a district  that  is  becoming  a regional  destination. 

In  recent  months,  formula  retail  has  become  a controversial  topic  in  Upper  Fillmore  as  the  neighborhood 
has  attracted  a number  of  new  high-end  formula  clothing  stores  and  other  chain  retail  establishments.  As 
the  mix  of  retail  in  the  district  has  changed,  residents  have  raised  concerns  about  a loss  of  neighborhood- 
serving businesses,  while  some  independent  retailers  have  expressed  unease  over  competition  from 
national  brands.  In  response  to  these  concerns.  Supervisor  Mark  Farrell  introduced  legislation  in  July 
2013  that  would  amend  the  San  Francisco  Planning  Code  to  expand  the  definition  of  formula  retail  in  the 
Upper  Fillmore  NCD.  Supervisor  Farrell’s  proposed  legislation  would  tighten  the  City’s  formula  retail 
controls  in  Upper  Fillmore  to  cover  retail  with  11  or  more  other  establishments  anywhere  in  the  world, 
and  establishments  where  50  percent  or  more  of  stock  or  shares  are  owned  by  a formula  retail  use. 

The  following  sections  discuss  the  retail  dynamics  in  Upper  Fillmore,  the  formula  retail  conditional  use 
applications  that  have  been  submitted,  local  demographic,  sales,  and  market  trends,  and  the  relationship 
between  formula  retail  and  the  district’s  urban  form. 


Figure  VIII-1.  Upper  Fillmore  Case  Study  and  Primary  Trade  Area 


The  “Primary  Trade  Area”  is  defined  as  those  Census  Tracts  located  within  a half-mile  radius  of  each  shopping  district. 
Sources:  City  and  County  of  San  Francisco,  2013;  Strategic  Economics,  2014. 
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Retail  Dynamics 

Upper  Fillmore  has  attracted  a signiflcant  concentration  of  retail  stores  and  restaurants,  including 
a large  number  of  high-end  apparel  and  beauty  stores.  As  of  early  2014,  68  stores  and  27  restaurants 
and  bars  were  located  in  Upper  Fillmore  (Figure  VIII-2).  Of  the  68  stores,  more  than  half  sold  apparel  and 
jewelry  or  other  accessories.  Another  6 stores  were  in  the  “other  health  and  personal  care”  category, 
which  predominantly  consists  of  cosmetics  stores  (Figure  VIII-3).  In  addition  to  the  use  types  shown  in 
Figures  VIII-2  - which  are  all  regulated  under  the  City’s  formula  retail  controls  - the  Upper  Fillmore 
district  is  also  home  to  a number  of  salons,  spas,  and  other  personal  service  establishments  that  are  not 
regulated  as  formula  retail.  The  cluster  of  fashion  boutiques,  beauty  stores,  and  restaurants  in  the 
district  work  together  to  create  a regional  destination,  attracting  residents  and  visitors  who  come  to 
patronize  multiple  establishments. 

Compared  to  citywide  averages,  Upper  Fillmore  has  a high  concentration  of  formula  retail 
establishments.  Formula  retail  accounts  for  20  percent  of  all  retail  establishments  and  15  percent  of 
restaurants  and  bars  in  the  case  study  area.  In  comparison,  in  the  city  as  a whole,  10  percent  of  stores  and 
11  percent  of  restaurants  and  bars  are  formula  retail  (Figure  VIII-2).  Formula  retail  accounts  for  a 
particularly  high  share  of  apparel  and  accessories  stores  and  furniture  and  home  furnishings  stores 
compared  to  citywide  averages  (Figure  Vni-3). 


Figure  VIII-2.  Formula  and  Independent  Retail  Establishments  by  Use  Type:  Upper  Fillmore 
Neighborhood  Commercial  District,  Early  2014 


Use  Type 

Upper  Fillmore  NCD 

San  Francisco  (a) 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a % 
of  Total 

Formula  Retail  as 
a % of  Total 

Stores 

14 

54 

68 

21% 

10% 

Restaurants  & Bars 

4 

23 

27 

15% 

11% 

Retail  Services 

0 

5 

5 

0% 

4% 

Banks,  Credit  Unions,  S&L 

3 

0 

3 

100% 

84% 

Movie  Theaters 

0 

1 

1 

0% 

N/A 

Total 

21 

83 

104 

20% 

12% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

Use  types  shown  are  subject  to  formula  retail  controls. 

Acronyms: 

S&L:  Savings  and  loans 
N/A:  Not  available 

Sources:  Dun  & Bradstreet,  2012;  San  Francisco  Commercial  Real  Estate  Brokers,  "Formula  Retail  Mapping  Project,"  2014; 
Strategic  Economics,  2014.  All  numbers  are  approximate. 


A detailed  storefront  inventory  (like  those  provided  by  the  OEWD  for  Ocean  Avenue  and  Geary  Boulevard)  was  not 
available  for  the  Upper  Fillmore  case  study  area. 
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Figure  VIII-S.  Retail  Stores  by  Type:  Upper  Fillmore  Neighborhood  Commercial  District,  Early  2014 


Store  Type 

Upper  Fillmore  NCD 

San 

Francisco  (a) 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a 
% of  Total 

Formula 
Retail  as  a % 
of  Total 

Apparel  & Accessories 

10 

28 

38 

26% 

15% 

Other  Retail  Stores  (b) 

1 

10 

11 

9% 

4% 

Other  Health  & Personal  Care  (c) 

1 

5 

6 

17% 

20% 

Furniture  & Home  Furnishings 

1 

3 

4 

25% 

7% 

Sporting  Goods,  Hobby,  Book,  Music 

0 

4 

4 

0% 

3% 

Supermarkets  & Other  Grocery 

0 

3 

3 

0% 

7% 

Convenience,  Liquor,  & Other  Food 

1 

1 

2 

50% 

10% 

Total 

14 

54 

68 

21% 

10% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

(b)  Includes  florists,  gift  stores,  stationery  stores,  art  galleries  and  framing  stores,  used  merchandise  stores,  and  other 
miscellaneous  retailers. 

(c)  Includes  cosmetics  and  beauty  stores,  eyeglass  stores,  and  health  supplement  stores. 

Sources:  Dun  & Bradstreet,  2012;  San  Francisco  Commercial  Real  Estate  Brokers,  "Formula  Retail  Mapping  Project,"  2014; 
Strategic  Economics,  2014.  All  numbers  are  approximate 

Brokers  and  local  stakeholders  report  that  international  companies,  formula  retail  subsidiaries, 
and  other  fast-growing  brands  are  “racing”  to  open  locations  in  Upper  Fillmore  before  they  meet 
the  definition  of  formula  retail.  According  to  brokers,  some  international  and  fast-growing  domestic 
chains  are  accelerating  plans  to  open  in  the  popular  shopping  district  before  they  reach  the  threshold  for 
formula  retail,  in  order  to  secure  a location  without  going  through  the  formula  retail  CU  application 
process.  For  example,  rapidly  expanding  clothing  boutiques  like  Alice  + Olivia,  Roberta  Freymann, 
Steven  Alan,  and  James  Perse  reportedly  opened  locations  in  Upper  Fillmore  shortly  before  reaching  the 
11 -store  threshold.  Several  international  chains  with  significant  presences  in  other  countries  that  recently 
opened  in  the  district  - such  as  The  Kooples,  Cotelac,  and  Sandro  (three  French  clothing  lines)  - did  not 
require  formula  retail  CU  authorizations  because  they  had  fewer  than  1 1 other  locations  in  the  United 
States.  Other  recently  opened  businesses,  such  as  Evolution  Juice  and  Athleta,  are  owned  by  large 
formula  retail  uses  (Starbucks  and  The  Gap,  respectively)  but  did  not  require  formula  retail  CU 
authorizations  because  the  Plarming  Code  currently  defines  formula  retail  based  on  trademark  and 
branding,  rather  than  ownership.*’ 

Supervisor  Farrell’s  legislation  would  address  concerns  about  the  international  chain  retailers  and 
subsidiaries  by  expanding  the  definition  of  formula  retail  in  the  Upper  Fillmore  NCD  to  include  retail 
with  1 1 or  more  other  establishments  anywhere  in  the  world,  and  establishments  where  50  percent  or 
more  of  stock  or  shares  are  owned  by  a formula  retail  use. 


“Getting  to  11,”  The  New  Fillmore,  June  1,  2012,  http://nevvfillmore.eom/2012/06/01/getting-to-11/. 
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Fi^re  VIII-4.  Evolution  Juice  (left)  and  Alice  + Olivia 


Local  residents  and  merchants  have  noticed  a decline  in  the  number  of  businesses  in  the  district 
that  ser\'e  residents’  daily  needs.  The  case  study  area  does  include  several  independent  grocery  stores, 
including  a Mollie  Stone’s  Market,  the  Mayflower  Market,  and  Gino’s  Grocery  Company.  The  district 
also  has  an  independent  movie  theater,  one  of  the  few  left  in  the  city.  Several  pharmacies,  including  a 
Walgreens  and  the  pharmacy  at  the  California  Pacific  Medical  Center,  are  located  immediately  outside 
the  boundaries  of  the  Upper  Filhnore  Neighborhood  Commercial  District.  However,  stakeholders  have 
voiced  concerns  about  the  loss  in  recent  years  of  a hardware  store,  laundromat  dry  cleaners,  and  other 
stores  serving  daily  needs. 


The  decline  in  daily  needs-ser\dng  retailers  and  service  providers  reflects  the  fact  that  these 
businesses  tend  to  have  lower  profit  margins  than  stores  that  sell  comparison  goods.  In  general,  daily 
needs-serving  businesses  typically  have  lower  profit  margins  than  businesses  that  sell  comparison  goods. 
As  a result,  brokers  and  other  stakeholders  report  some  daily  needs-serving  businesses  have  been  unable 
to  afford  increased  rents,  or  decided  to  take  “key  money”  - i.e.,  a payment  for  the  right  to  assume  an 
existing  tenant’s  lease  - fi-om  a comparison  goods  retailer  and  close  shop.  (As  discussed  below,  both 
formula  and  independent  retailers  have  reportedly  paid  key  money  on  Upper  Fillmore.)  Meanwhile,  at 
least  one  business  owner  who  owned  his  building  decided  he  could  make  more  money  by  renting  his 
space  to  another  retailer  than  by  continuing  to  operate  his  own  store.  In  other  cases,  long-time  business 
owners  may  simply  have  retired. 


Some  community  members  have  raised  concerns  that  formula  retailers  are  less  engaged  with  the 
community  than  independent  retailers;  however,  no  enforcement  actions  have  been  filed  with  the 
Planning  Department.  Concerns  about  formula  retailers’  lack  of  community  participation  have  been 
raised  on  local  blogs,**  and  in  pubhc  comments  for  at  least  one  formula  retail  CU  application  in  Upper 
Filhnore.*^ 


Barbara  Kate  Repa,  “Polo’s  Promises  Go  Unfulfilled,”  The  New  Fillmore,  April  2,  2010, 

http;//newfillmore. com/201 0/04/02/polos-promises-go-unfulfilled/. 

San  Francisco  Planning  Department  Planning  Commission  Final  Motion  No.  17578,  April  10.  2008. 
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Formula  Retail  Conditional  Use  Activity 

Despite  the  controversies  over  formula  retail  in  Upper  Fillmore,  all  five  formula  retail  conditional 
use  applications  filed  in  the  case  study  area  have  been  approved  by  the  Planning  Commission  and 
none  of  these  approvals  have  been  appealed  to  the  Board  of  Supervisors.  Figure  Vni-5  shows  the 
formula  retail  CU  applications  that  have  been  filed  in  Upper  Fillmore  since  CU  authorization  was  first 
required  in  2007.  Four  of  the  five  applications  were  for  clothing  stores;  the  fifth  (Kiehl’s)  is  a cosmetics 
and  skin  care  store. 


Figure  VIII-5.  Formula  Retail  Conditional  Use  Applications  in  Upper  Fillmore  Neighborhood 
Commercial  District,  2007  - January  2014 


Business  Name 

Address 

File  Date 

Action  Date 

Action  Taken 

Polo  Ralph  Lauren 

2040  Fillmore  St 

2007 

2008 

Approved  with  conditions 

Black  Fleece 

2223  Fillmore  St 

2009 

2009 

Approved  with  conditions 

Bo  Concept  (a) 

1928  Fillmore  St 

2010 

2010 

Approved  with  conditions 

Kiehl's 

1971  Fillmore  St 

2010 

2011 

Approved  with  conditions 

Rag  & Bone 

2060  Fillmore  St 

2013 

2014 

Approved  with  conditions 

(a)  Bo  Concept  has  since  closed. 

Sources:  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 


However,  there  was  one  appeal  over  whether  a proposed  tenant  should  be  subject  to  the  City’s 
formula  retail  controls.  The  Planning  Department  initially  determined  that  German-based  clothing  brand 
Oska  was  not  a formula  retail  use.  After  a local  boutique  owner  appealed,  the  Board  of  Appeals 
subsequently  ruled  that  Oska  did  qualify  as  a formula  retailer,  because  the  company  had  11  other 
establishments  in  the  U.S.  including  two  signed  leases.^'  Oska  subsequently  decided  not  to  formula  retail 
CU  application  in  this  location. 

Demographics,  Sales,  and  Market  Trends 

The  high  population  density  and  high  household  incomes  in  the  Upper  Fillmore  trade  area  are  a 
key  factor  in  the  district’s  appeal  to  high-end  retailers,  including  high-end  formula  and  other  chain 
retailers.  Figures  Vlll-b  through  VIII-9  provide  an  overview  of  the  selected  demographics  for  the  Census 
Tracts  in  the  half-mile  radius  around  the  Upper  Fillmore  NCD.  According  to  retail  brokers,  the  high 
disposable  incomes  of  many  residents  - as  evidenced  by  the  trade  area’s  high  population  density  (Figure 
Vin-6),  high  average  incomes  (Figure  VIII-6),  and  high  share  of  single-person  households  (Figure  VIII- 
7)  - are  a primary  reason  that  high-end  retailers  are  attracted  to  Upper  Fillmore, 


Sterling  Bank  and  Chase  Bank  received  conditional  use  authorizations  in  2006  and  2011,  respectively,  for 
establishing  new  financial  services  institutions.  However,  the  two  banks  did  not  require  formula  retail  CUs  because 
they  were  entitled  before  financial  services  were  added  to  the  definition  of  formula  retail  in  the  Planning  Code  in  2012. 

Barbara  Kate  Repa,  “Oska  Stirs  Chain  Store  Fight  on  Fillmore,”  The  New  Fillmore,  March  3,  2013, 
http://newfillmore.eom/2013/03/03/oska-stirs-chain-store-fight-on-fillmore/;  “City  Tightens  Chain  Store  Limits,”  The 
New  Fillmore,  May  31,  2013,  http://newfillmore.eom/2013/05/31/city-tightens-chain-store-limits/. 


Formula  Retail  Phase  II  Report 


-81- 


April  10.  2014 


DRAFT 


Figure  VIlI-6.  Population,  Households,  and  Average  Household  Income:  Upper  Fillmore  Primary  Trade 
Area  and  San  Francisco,  2012 


Upper  Fillmore  Primary 
Trade  Area 

San  Francisco 

Population 

35,331 

807,755 

Number  of  Households 

19,552 

340,839 

Average  Household  Size 

1.8 

2.4 

Population  Density  (People  per  Acre) 

44.6 

31.4 

Households  per  Acre 

24.7 

13.2 

Average  Household  Income 

$136,050 

$107,520 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


Figure  VIII-7.  Households  by  Type:  Upper  Fillmore  Primary  Trade  Area  and  San  Francisco,  2012 


Families  With  Families  Without  Single-Person  Other  Non-Family 
Children  Children  Household  Households 


Household  Type 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


However,  many  neighborhood  residents  are  unlikely  to  be  able  to  afford  the  high-end  products 
available  for  sale  in  the  commercial  district.  Despite  the  trade  area’s  high  average  incomes,  the 
neighborhood  has  a higher  percentage  of  households  earning  less  than  $20,000  a year  compared  to  the 
citywide  average,  reflecting  the  presence  of  several  low-income  housing  developments  in  the  area  (Figure 
VIII-8).  Indeed,  residents  observe  that  some  of  the  single-person  households  in  the  area  are  seniors  living 
on  fixed  incomes  and  in  subsidized  or  rent-controlled  housing.  A very  high  percentage  of  the  population 
is  white  - nearly  70  percent  in  the  trade  area,  compared  to  50  percent  of  the  city’s  entire  population. 
However,  African-Americans  make  up  a slightly  higher  share  of  the  population  than  in  San  Francisco 
overall,  a legacy  of  the  area’s  history  as  a center  of  African-American  culture  (Figure  VllI-9). 
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Figure  VIII-8.  Households  by  Income  Level:  Upper  Fillmore  Primary  Trade  Area  and  San  Francisco, 
2012 


$20K  $39.9K  $59.9K  $99.9K  $199.99K  $200K 

Household  Income 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 

Figure  VlIl-9.  Population  by  Race  and  Ethnicity:  Upper  Fillmore  Primary  Trade  Area  and  San 
Francisco,  2012 


American  Islander 

Race  Ethnicity 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics.  2014. 

Despite  the  reported  increase  in  formula  retail  establishments  and  other  chains  on  Upper  Fillmore, 
the  number  of  single-site  establishments  in  the  case  study  areas  was  approximately  the  same  in  2013 
as  in  2002.  Figure  VIII-10  shows  the  number  of  restaurants  and  retail  stores  in  the  Upper  Fillmore  that 
reported  just  one  location  in  San  Francisco  (“single-site”  establishments)  or  more  than  one  location  in  San 
Francisco  (“multiple-site”  establishments).  Note  that  in  Upper  Fillmore  in  particular,  some  single-site 
businesses  are  national  or  international  brands  with  just  one  location  in  the  city.  As  Figure  VIII-10  shows, 
the  number  of  stores  has  fluctuated  over  time,  generally  tracking  regional  economic  conditions.  There 
were  approximately  the  same  number  of  single-site  stores  (63)  and  restaurants  (23)  in  Upper  Fillmore  in 
2013  as  in  2002. 
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Figure  VIII- 10.  Single-  and  Multiple-Site  Stores  and  Restaurants  Reporting  Sales  Tax  in  the  Upper 
Fillmore  Neighborhood  Commercial  District,  2002-2013 


Stores 


Multiple-Site 
Establishments 
■ Single-Site 
Establishments 


Restaurants 


■ FH  - f'!  - n n M 

tmirrmn 


■ Multiple-Site 
Establishments 

■ Single-Site 
Establishments 


"Single-Site”  establishments  had  one  location  in  San  Francisco;  "multiple-site"  establishments 
had  more  than  one  location  in  the  city. 

Sources;  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics.  2014. 


Single-site  establishments  are  performing  very  strongly.  Figure  VIII-11  shows  the  average  sales  tax 
revenue  generated  by  single-site  restaurants  and  stores.  As  discussed  below,  single-site  restaurants  and 
bars  in  the  Upper  Fillmore  generate  significantly  more  revenue  on  average  than  restaurants  and  bars  in  the 
Ocean  Avenue  and  Geary  Boulevard  case  study  areas.  Sales  have  increased  rapidly  since  the  economy 
began  to  recover  in  2010,  although  restaurant  sales  dipped  slightly  between  2012  and  2013. 
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Figure  VlII-11.  Average  Sales  Tax  Revenue  Per  Single-Site  Establishment:  Upper  Fillmore 
Neighborhood  Commercial  District,  2002-2013  (Adjusted  to  2013  Dollars) 


"Single-Site"  establishments  are  firms  that  reported  one  location  in  San  Francisco. 

*lncludes  estimate  of  fourth-quarter  sales  tax  revenues  for  2013,  based  on  average  revenues  in  first  three 
quarters  of  the  year. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Reflecting  the  high  sales  volume  in  the  district,  brokers  report  that  rents  are  increasing  rapidly  and 
there  are  few  if  any  long-term  vacancies  in  the  district.  Rents  in  Upper  Fillmore  have  reportedly 
reached  $140  per  square  foot  in  some  recent  transactions,  significantly  above  retail  rents  in  other 
neighborhood  commercial  districts.^^ According  to  brokers  and  recent  articles  and  reports,  new  tenants  in 
Upper  Fillmore  often  secure  their  leases  before  storefronts  become  vacant.^^  For  example,  two  storefronts 
that  were  vacant  as  of  early  2014  at  2060-66  California  Street  (a  former  Royal  Ground  Coffee  Shop  and  a 
laundromat,  shown  in  Figure  VIII- 12)  were  already  leased  to  Rag  & Bone,  a formula  retail  clothing 
boutique. 


Renee  Frojo,  “Fillmore  Street  Hits  New  Fashion  Heights,”  San  Francisco  Business  Times,  May  4,  2012, 
http://www.bizjournals.eom/sanfrancisco/print-edition/2012/05/04/fillmore-street-hits-new-fashion-heights.html. 
Reliable  CoStar  data  on  rents  were  not  available  for  this  case  study  area. 

Ibid.;  San  Francisco  Commercial  Real  Estate  Brokers,  Formula  Retail  Mapping  Project,  2014. 
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Figure  VIII-12.  The  Former  Royal  Ground  Coffee  Shop  at  Fillmore  and  California  Streets,  Site  of  a 
Future  Rag  & Bone  Clothing  Boutique  (a  Formula  Retail  Use  Approved  by  the  Commission  in  February 


2014) 


High  rents  and  the  need  to  pay  “key  money”  to  secure  space  make  it  challenging  for  new  daily 
needs-serving  businesses  to  locate  in  the  district.  Some  recent  transactions  have  reportedly  involved  the 
exchange  of  “key  money,”  where  a business  that  wants  to  locate  on  the  street  pays  an  existing  tenant  for 
the  right  to  assume  the  tenant’s  lease.  Both  formula  and  independent  retailers  have  reportedly  paid  key 
money,  but  this  type  of  payment  - combined  with  the  area’s  high  rents  - poses  a significant  barrier  for 
start-ups  and  other  small  businesses  with  limited  financial  resources,  including  daily  needs-serving 
businesses  that  typically  have  lower  profit  margins  than  high-end  clothing  stores  and  other  comparison 
good  retailers. 

Neighborhood  Character 

Upper  Fillmore’s  pedestrian-scaled  streets,  well-maintained  Victorian  buildings,  and  the  size  and 
quality  of  the  retail  spaces  create  an  attractive  shopping  environment.  Brokers  report  that  the  visual 
appeal  of  the  Victorian  buildings  is  one  of  the  key  factors  that  attract  both  formula  and  independent 
retailers  to  Upper  Fillmore. 

Formula  retail  establishments  in  Upper  Fillmore  generally  locate  in  medium-sized  storefronts.  On 
average,  formula  retailers  occupy  slightly  more  space  than  independent  retailers  in  Upper  Fillmore  - 
about  5,900  square  feet  per  establishment,  compared  to  an  average  of  2,900  per  independent  retailer.^ 

While  the  stores  may  be  larger,  formula  retail  establishments  in  Upper  Fillmore  still  tend  to  locate 
in  Victorian  buildings  with  limited  parking.  Figure  VIII- 13  shows  where  public  and  private  parking 
lots,  as  well  as  gas  stations,  are  located  in  the  Upper  Fillmore  NCD,  as  well  as  which  establishments  they 
serve.  None  of  the  formula  retailers  in  the  district  are  located  on  parcels  with  large  surface  parking  lots. 


Based  on  data  from  the  2012  Dun  & Bradstreet  database  that  have  not  been  independently  verified. 
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Figure  VIII-13.  Auto-Oriented  Uses  (Parking  Locations  and  Gas  Stations):  Upper  Fillmore 
Neighborhood  Commercial  District 


SI 


I " 


vjashingtonst 


1 . Public  Parking  Lot  2.  Mollie  Stone  Market 

48  Spaces  Private  Lot 

60  Spaces 


3.  Shell  Gas  Station  & Service  Center  4.  Unknown  Retail 

Private  Lot  Private  Lot 

1 8 Spaces  Unknown  Spaces 


Formula  retail  establishments  are  noted  in  bold. 
Sources:  SF  Park,  2011;  Strategic  Economics,  2014. 
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Ocean  Avenue  Neighborhood  Commercial  Transit  District 

The  Ocean  Avenue  NOT  (shown  in  Figure  VIII-14)  is  a compact,  walkable  commercial  district  located  in 
the  southwestern  part  of  the  city,  directly  west  of  City  College  of  San  Francisco.  The  district  is  located 
within  a 10-  to  20-minute  walk  of  Balboa  Park  BART  Station  and  directly  off  of  1-280,  and  is  served  by 
three  Muni  Metro  lines  and  several  bus  lines.  Beginning  with  the  Balboa  Park  Station  Better 
Neighborhoods  planning  process  in  the  early  2000s,  the  district  has  undergone  significant  revitalization. 
Recent  public  and  private  investments  include  a new  Avalon  Bay  apartment  project  with  a Whole  Foods 
on  the  ground  floor,  a new  public  library,  and  a redesigned  bus  terminal.  The  Mayor’s  Office  of 
Economic  and  Workforce  Development  recently  selected  Ocean  Avenue  for  the  Invest  in  Neighborhoods 
program,  focusing  City  resources  on  the  district.  Meanwhile,  the  Ocean  Avenue  Association  became  a 
community  benefit  district  (CBD)^^  in  2010,  allowing  the  organization  to  generate  assessment  revenues 
that  - together  with  grant  funds  fi-om  the  City  and  other  organizations  - have  paid  for  new  trees  and 
landscaping,  street  and  sidewalk  cleaning,  public  safety,  marketing,  technical  assistance  for  small 
businesses,  and  other  programs. 


Figure  VIII-14.  Ocean  Avenue  Case  Study  Area  and  Primary  Trade  Area 


Community  benefit  districts  are  a type  of  assessment  district,  in  which  property  or  business  owners  elect  to  pay  an 
assessment  in  order  to  fund  activities  such  as  street  and  sidewalk  cleaning,  public  safety,  and  marketing  programs. 
CBD  programming  is  typically  administered  by  a local  merchants’  association. 

Marisa  Lagos,  “Ocean  Avenue  Making  Waves  in  Ingleside,”  San  Francisco  Chronicle.  October  1,  2013, 
http://www.sfgate.com/bayarea/article/Ocean-Avenue-making-waves-in-lngleside-4857792. php#src=fb;  John  King, 
“Students,  Residents  Come  Together  on  S.F.’s  City  College  Hill,”  San  Francisco  Chronicle,  December  18,  2013, 
http://www.sfgate.com/bayarea/place/article/Students-residents-come-together-on-S-F-s-City-5073095.php#src=fb; 
J.K.  Dineen,  “Building  beyond  the  Boom,”  San  Francisco  Business  Times.  June  28,  2013, 

http://www.bizjournals.com/sanfrancisco/print-edition/2013/06/28/building-beyond-the-boom.html:  John  King, 

“Exciting,  Enticing:  Housing  That  Fits  , in,”  San  Francisco  Chronicle,  February  17,  201 3^ 

http://www.sfgate.com/bayarea/place/article/Exciting-enticing-housing-that-fits-in-4284949.php#src=fb. 
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Formula  retail  establishments  in  the  Ocean  Avenue  NCT  provide  goods  and  services  that  serve  the  daily 
needs  of  local  residents,  workers,  and  students,  and  have  contributed  to  the  ongoing  revitalization  of  the 
district.  However,  the  corporate  structure  of  formula  retail  establishments  has  also  posed  a barrier  to 
involving  formula  retailers  in  efforts  to  organize  and  improve  the  area. 

The  following  sections  discuss  the  retail  dynamics  in  the  case  study  area,  the  formula  retail  conditional 
use  applications  that  have  been  submitted,  local  demographic,  sales,  and  market  trends,  and  the 
relationship  between  formula  retail  and  the  district’s  urban  form. 

Retail  Dynamics 

In  contrast  to  Upper  Fillmore,  many  storefronts  on  Ocean  Avenue  are  tenanted  with  personal 
services,  civic  organizations,  medical  services,  and  other  uses  that  are  not  subject  to  formula  retail 
controls.  Figure  VIII- 15  shows  the  number  of  storefronts  on  Ocean  Avenue  by  type.  Uses  that  are  subject 
to  the  formula  retail  controls  are  indicated  with  an  asterisk.  Of  the  approximately  146  occupied  storefronts 
in  the  case  study  area,  83  storefronts  (or  56  percent)  are  occupied  by  uses  that  are  not  subject  to  the 
controls.  Most  of  these  businesses  are  independent,  but  some  are  chains  or  franchises.  Examples  of  chains 
or  franchises  in  the  case  study  area  that  are  not  considered  formula  retail  under  the  Planning  Code 
definition  include  24  Hour  Fitness,  Union  76,  Valero,  Rai  Care  Centers  of  Northern  California  (a  dialysis 
center),  and  the  Avalon  Bay  Communities  leasing  center. 

Figure  VIII-15.  Occupied  Storefronts  by  Type:  Ocean  Avenue  Neighborhood  Commercial  Transit 
District,  Early  2014 


Number  of  Storefronts 

*Use  type  subject  to  formula  retail  controls. 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods,  2013;  Strategic  Economics.  2014. 

All  numbers  are  approximate. 

Formula  retail  accounts  for  16  percent  of  the  retail  establishments  in  the  district.  Figure  VIII- 16 
provides  additional  detail  on  those  use  types  that  are  subject  to  formula  retail  controls,  including  the 
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number  of  formula  retail  establishments  by  category.  In  total,  there  are  10  known  formula  retail 
establishments  on  Ocean  Avenue:  5 stores,  4 restaurants,  and  1 bank.  Compared  to  the  citywide  average, 
formula  retailers  make  up  a particularly  high  share  of  retail  stores  on  Ocean  Avenue. 


Figure  VIII-16.  Formula  and  Independent  Retail  Establishments  by  Use  Type:  Ocean  Avenue 
Neighborhood  Commercial  Transit  District,  Early  2014 ^ 


Ocean  Avenue  NCT 

San 

Francisco  (a) 

Use  Type 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a 
% of  Total 

Formula 
Retail  as  a % 
of  Total 

Stores 

5 

17 

22 

23% 

10% 

Restaurants  & Bars 

4 

27 

31 

13% 

11% 

Retail  Services 

0 

8 

8 

0% 

4% 

Banks,  Credit  Unions,  S&L 

1 

1 

2 

50% 

84% 

Total 

10 

53 

63 

16% 

12% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

Use  types  shown  are  subject  to  formula  retail  controls. 

Acronyms: 

S&L;  Savings  and  loans 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  All  numbers  are  approximate. 

Many  of  the  formula  and  independent  retail  stores  in  the  district  serve  the  daily  needs  of  residents, 
workers,  and  students.  Figure  VIII- 17  shows  the  types  of  retail  stores  in  the  district  by  type.  The 
formula  retail  stores  on  the  street  include  a 7-11  convenience  store,  two  pharmacies  (CVS  and 
Walgreens),  and  the  new  Whole  Foods.  Much  of  the  independent  retail  also  serves  daily  needs,  although 
some  independent,  specialized  retailers  - e.g.,  a furniture  store,  an  appliance  store,  a sewing  supplies  store 
- also  likely  attract  shoppers  from  elsewhere  in  the  city  or  region. 


Figure  VIII-17.  Retail  Stores  by  Type:  Ocean  Avenue  Neighborhood  Commercial  Transit  District,  Early 
2014 


Store  Type 

Ocean  Avenue  NCT 

San 

Francisco 

(a) 

Formula 

Retail 

Independent 

Retail 

Total 

Formula 
Retail  as  a 
% of  Total 

Formula 
Retail  as  a 
% of  Total 

Other  Retail  Stores  (b) 

0 

6 

6 

0% 

4% 

Convenience  & Liquor  Stores 

1 

3 

4 

25% 

10% 

Furniture  and  Appliances 

0 

3 

3 

0% 

11% 

Sporting  Goods,  Hobby,  Book,  Music 

0 

3 

3 

0% 

3% 

Apparel  & Accessories 

0 

2 

2 

0% 

15% 

Pharmacies  & Drug  Stores 

2 

0 

2 

100% 

49% 

Building  Materials  & Garden  Supplies 

1 

0 

1 

100% 

9% 

Supermarkets  & Other  Grocery 

1 

0 

1 

100% 

7% 

Total  Stores 

5 

17 

22 

23% 

10% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & 

Bradstreet  dataset,  and  have  not  been  independently  verified. 

(b)  Includes  fruit  and  vegetable  market,  dollar  store,  pawn  shop,  framing  store,  sewing  supplies  store. 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  All  numbers  are  approximate. 
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Both  formula  and  independent  retailers  have  contributed  to  the  effort  to  revitalize  Ocean  Avenue. 

The  new  Whole  Foods,  which  opened  in  2013,  filled  a long-standing  need  for  a grocery  store  in  the 
Ingleside  area  and  reportedly  attracts  shoppers  from  across  the  Southern  Neighborhoods.  Champa 
Gardens,  a Southeast  Asian  restaurant  in  Oakland,  opened  a second  location  near  Ocean  Avenue  in  2013, 
drawing  additional  attention  to  the  district.  According  to  the  Executive  Director  of  the  Ocean  Avenue 
Association,  many  formula  retailers  are  also  active  participants  in  the  community.  For  example.  Whole 
Foods  regularly  donates  meeting  space,  food,  and  resources  to  the  community.  Other  formula  retailers 
encouraged  their  landlords  to  vote  in  favor  of  establishing  the  CBD,  and  regularly  provide  volunteers  for 
community  events. 

However,  community  members  note  that  it  is  challenging  to  establish  ongoing  relationships  with 
formula  retailers  because  the  managers  rotate  between  stores  or  do  not  have  the  authority  to  make 
decisions.  On  the  other  hand,  independent  businesses  can  present  different  challenges.  For  instance,  many 
small  businesses  need  assistance  in  maintaining  a well-kept  fa9ade,  or  in  putting  together  a business  plan. 

Figure  VIII-18.  The  New  Champa  Garden  Restaurant  (left),  Ingleside  Branch  of  the  San  Francisco  Public 
Library  (right),  and  Avalon  Bay/Whole  Foods  Development  (bottom) 


Source:  Strategic  Economics,  2014. 


Formula  Retail  Conditional  Use  Applications 

Since  2007,  the  case  study  area  has  attracted  six  formula  retail  conditional  use  applications;  all  but 
one  has  been  approved.  Figure  VIII-21  shows  the  formula  retail  CU  application  activity  in  the  district. 
Residents  reportedly  opposed  the  Subway  location  because  the  proposed  formula  retail  restaurant  would 
have  competed  with  nearby  Viking’s  Giant  Submarines,  a local  independent  retailer. 
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Figure  VIII- 19.  Formula  Retail  Conditional  Use  Applications  in  Ocean  Avenue  Neighborhood 
Commercial  Transit  District,  2007-January  2014 


Business  Name 

Address 

File  Date 

Action 

Date 

Action  Taken 

Subway 

1326  Ocean  Avenue 

2007 

2007 

Withdrawn 

CVS  Pharmacy 

1760  Ocean  Avenue 

2011 

2011 

Approved  with  conditions 

Sherwin-Williams  Paint  Store 

1415  Ocean  Avenue 

2011 

2012 

Approved  with  conditions 

Yogurtland 

1250  Ocean  Avenue 

2012 

2012 

Approved  with  conditions 

Fresh  & Easy  (a) 

1830  Ocean  Avenue 

2012 

2012 

Approved  with  conditions 

Whole  Foods  Market 

1150  Ocean  Avenue 

2012 

2013 

Approved  with  conditions 

(a)  Approved  but  never  opened. 

Sources:  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 


Demographic,  Sales,  and  Market  Trends 

The  primary  trade  area  around  the  Ocean  Avenue  Neighborhood  Commercial  Transit  District  has 
relatively  high  household  incomes,  a high  share  of  families,  and  a high  proportion  of  Asian 
residents.  Figures  VIII-20  through  VIII-23  provide  selected  demographic  characteristics  for  the  Census 
Tracts  in  the  half-mile  radius  around  the  Ocean  Avenue  case  study  area.  Compared  to  the  city  as  a whole, 
the  primary  trade  area  has  relatively  high  household  incomes  (Figures  VIII-20  and  VIII-21),  many 
families  with  and  without  children  (Figure  VIII-22),  and  a high  share  of  Asian  residents  (Figure  VlII-23). 
Both  formula  and  independent  retailers  have  adapted  their  offerings  to  reflect  the  neighborhood’s 
demographics.  For  example,  Beep’s  Burgers  - a local  burgers  joint  that  has  been  on  Ocean  Avenue  since 
1962  - now  offers  teriyaki  bowls  as  well  as  burgers,^’  while  the  Whole  Foods  deli  was  recently  serving 
banh  mi  sandwiches. 

However,  the  half-mile  radius  captures  portions  of  a number  of  distinct  neighborhoods  with 
different  demographic  characteristics.  On  the  west  side  of  the  primary  trade  area,  St.  Francis  Wood  and 
the  Ingleside  Terrace/Merced  Heights  neighborhoods  are  more  affluent,  while  the  Ingleside  and 
Sunnyside  neighborhoods  to  the  east  have  lower  average  incomes. 

Figure  ¥111-20.  Population,  Households,  and  Average  Household  Income:  Ocean  Avenue  Primary  Trade 
Area  and  San  Francisco,  2012 


Ocean  Avenue 

Primary  Trade 

Area  San  Francisco 

Population 

30,968 

807,755 

Number  of  Households 

10,095 

340,839 

Average  Household  Size 

3.1 

2.4 

Population  Density  (People  per  Acre) 

25.0 

31.4 

Households  per  Acre 

8.1 

13.2 

Average  Household  Income 

$123,499 

$107,520 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


King,  “Students,  Residents  Come  Together  on  S.F.’s  City  College  Hill.” 
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Figure  VIII-21.  Households  by  Income  Level:  Ocean  Avenue  Primary  Trade  Area  and  San  Francisco, 
2012 


$20K  $39.9K  $59.9K  $99.9K  $199.99K  $200K 

Household  Income 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 

Figure  VIII-22.  Households  by  Type:  Ocean  Avenue  Primary  Trade  Area  and  San  Francisco,  2012 


Children  Children  Household  Households 

Household  Type 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 
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Figure  VIII-23.  Population  by  Race  and  Ethnicity:  Ocean  Avenue  Primary  Trade  Area  and  San 
Francisco,  2012 


African  Pacific  Latino 

American  Islander 


Race  Ethnicity 

U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


The  number  of  stores  reporting  sales  tax  has  gone  down  over  time,  while  the  number  of  restaurants 
has  fluctuated  with  the  economy.  Figure  VIII-24  shows  number  of  stores  and  restaurants  on  Ocean 
Avenue  with  one  location  in  San  Francisco  (“single-site  establishments”)  or  more  than  one  location  in 
San  Francisco  (“multiple-site  establishments”).  The  total  number  of  stores  reporting  sales  tax  revenues 
declined  from  62  in  2002  to  47  in  2013.  Single-site  stores  accounted  for  74  percent  of  all  stores  on  Ocean 
Avenue  in  2013,  approximately  the  same  share  as  in  2002.  The  overall  decline  in  stores  may  be  linked  to 
national  trends;  across  the  country,  the  number  of  potential  retail  tenants  has  shrunk  due  to  competition 
with  e-commerce  and  the  consolidation  of  national  retail  brands.  Traditional  retail  spaces  across  the 
country  are  increasingly  being  filled  with  personal,  financial,  and  medical  service  uses. 
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Figure  VIII-24.  Single-  and  Multiple-Site  Stores  and  Restaurants  Reporting  Sales  Tax  in  the  Ocean 
Avenue  Neighborhood  Commercial  Transit  District,  2002-2013 


Multiple-Site 
Establishments 
■ Single-Site 
Establishments 


Restaurants 


■ Multiple-Site 
Establishments 

■ Single-Site 
Establishments 


"Single-Site"  establishments  had  one  location  in  San  Francisco;  "multiple-site"  establishments 
had  more  than  one  location  in  the  city. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics.  2014. 


Sales  tax  revenues  from  single-site  establishments  have  recovered  since  the  recession.  Figure  VIII-25 
shows  average  sales  tax  revenue  per  single-site  establishment  in  the  Ocean  Avenue  NCT.  In  2013,  retail 
stores  on  Ocean  Avenue  generated  an  average  of  $4,500  in  sales  tax  revenues  per  store,  slightly  higher 
than  average  sales  tax  revenues  for  stores  in  the  Geary  case  study  area  ($3,700  per  store  in  2013)  and 
lower  than  in  Upper  Fillmore  ($6,500  per  store).  Restaurants  on  Ocean  Avenue  reported  lower  sales  tax 
revenues  (an  average  of  $3,700  per  restaurant)  than  restaurants  on  Geary  Boulevard  ($5,400  per 
restaurant)  or  in  Upper  Fillmore  ($14,300  per  restaurant). 
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Figure  VIII-25.  Average  Sales  Tax  Revenue  Per  Single-Site  Establishment:  Ocean  Avenue  Neighborhood 
Commercial  Transit  District,  2002-2013  (Adjusted  to  2013  Dollars) 


"Single-Site"  establishments  are  firms  that  reported  one  location  in  San  Francisco. 

‘Includes  estimate  of  fourth-quarter  sales  tax  revenues  for  2013,  based  on  average  revenues  in  first  three 
quarters  of  the  year. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 


Rents  in  the  commercial  district  appear  to  be  strengthening,  while  the  vacancy  rate  is  stable.  Figure 
Vin-26  shows  rental  data  from  CoStar  for  the  Ocean  Avenue  NOT  and  Southern  City  commercial  real 
estate  submarket  (defined  by  CoStar),  as  well  as  the  quarter  when  formula  retail  conditional  use 
applications  were  approved  or  withdrawn.  While  rents  in  a small  area  can  fluctuate  significantly  from 
quarter  to  quarter  due  to  one  or  two  transactions,  the  available  data  indicate  that  rents  in  the  case  study 
area  increased  at  the  end  of  2013.  Inventories  conducted  by  OEWD  and  the  Ocean  Avenue  Association 
found  that  the  vacancy  rate  declined  slightly,  from  11  to  10  percent  of  all  storefi'onts,  between  February 
2013  and  February  2014. 
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Figure  VIII-26.  Rents  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Ocean  Avenue 
Neighborhood  Commercial  Transit  District  and  Southern  City  Submarket,  2006-January.  2014 


I $40.00 
if  $35.00 
^ $30.00 

I $25.00 


CD  Approved 
mmam  CU  Withdrawn 
Ocean  Ave  NOT 
— — Southern  City  Submarket 


Fresh  & Easy  is  not  shovm  because  store  never  opened,  although  a CU  application  was  approved. 

The  Southern  City  Submarket  stretches  south  of  16th  Street  to  the  Daly  City  border,  and  west  of  Highway  101  to  the  shoreline. 
Acronyms: 

CU:  Conditional  use  application 

NCT:  Neighborhood  commercial  transit  district 

NNN:  Triple  net 

Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 

Rents  based  on  CoStar  data  that  have  not  been  independently  verified. 


Formula  retail  controls  may  among  the  many  factors  contributing  to  some  long-term  vacancies, 
along  with  design  challenges,  maintenance  needs,  and  other  issnes.  For  example,  a 17,300-square-foot 
former  Rite  Aid  at  the  comer  of  Ocean  Avenue  and  Dorado  Terrace  has  been  vacant  for  approximately 
five  years,  creating  a gap  in  activity  that  stretches  for  nearly  half  a block  (Figure  VIII-27).  The  space  was 
developed  in  the  1980s  as  part  of  a mixed-use  development  and  was  originally  occupied  by  Safeway. 
The  most  recent  tenant.  Rite  Aid,  closed  in  2009,  when  the  company  sold  the  Ocean  Avenue  store  and 
seven  other  locations  to  Walgreens.  Walgreens  still  holds  the  lease,  pays  monthly  rent  on  the  building, 
and  must  approve  any  new  tenants  - a common  arrangement  that  allows  a national  retailer  to  keep  out 
competitors.  The  space  requires  significant  improvements  in  order  to  be  suitable  for  a new  tenant. 
According  to  the  listing  broker,  a formula  retail  tenant  would  be  in  the  best  position  to  invest  in  the 
needed  tenant  improvements  and  occupy  the  large  floor  plate,  but  potential  formula  retail  tenants  have 
been  unwilling  to  consider  the  location  because  of  concerns  about  the  CU  authorization  process. 
Flowever,  a Fresh  and  Easy  grocery  store  successfully  applied  for  a formula  retail  CU  authorization  to 
locate  in  the  space  in  2012,  although  the  store  never  opened  (Fresh  & Easy  scaled  back  its  expansion 
plans  around  this  time  due  to  the  company’s  financial  troubles).  Design  challenges  may  also  be 
contributing  to  the  difficulty  of  leasing  the  space.  The  building  has  only  a few,  small  windows  and  an 
entry  that  is  recessed  from  the  street,  making  it  unappealing  for  many  retailers,  and  has  structural  issues 
that  make  it  difficult  to  further  subdivide. 


It  has  since  been  subdivided;  the  other  unit  in  the  building  is  occupied  by  24  Hour  Fitness. 
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Figure  VIII-27.  Vacant  Storefront  at  Ocean  Avenue  and  Dorado  Terrace  (1830  Ocean  Avenue) 


Neighborhood  Character 

Ocean  Avenue  is  a walkable,  compact  shopping  district,  with  many  commercial  buildings  dating 
from  the  1920s,  1930s,  and  1940s.  Although  many  of  the  older  buildings  have  a distinct  architectural 
character,  others  are  in  need  of  fa9ade  improvements.  As  discussed  above,  approximately  1 0 percent  of 
the  storefronts  on  Ocean  Avenue  are  vacant,  and  56  percent  are  occupied  by  non-retail  uses. 

Unlike  in  Upper  Fillmore,  many  of  the  formula  retailers  on  Ocean  Avenue  occupy  auto-oriented 
buildings  with  significant  surface  parking.  Figure  VIII-28  shows  parking  lots,  garages,  and  gas  stations 
in  the  case  study  area.  As  noted  in  bold,  many  of  the  surface  lots  serve  formula  retailers,  including  Taco- 
Bell/KFC  and  7-Eleven,  Walgreens,  and  McDonalds  (the  Whole  Foods  garage  is  tucked  behind  the 
building).  There  are  also  three  gas  stations  in  the  case  study  area;  gas  stations  are  not  currently  regulated 
as  formula  retail. 


Note  that  data  on  the  size  of  formula  versus  independent  storefronts  were  not  available  for  the  Ocean  Avenue  case 
study  area,  because  the  Dun  & Bradstreet  data  (which  provide  square  footage  information)  were  substantially 
modified  and  updated  for  this  case  study  area. 
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Figure  VIII-28.  Auto-Oriented  Uses  (Parking  Locations  and  Gas  Stations):  Ocean  Avenue  Neighborhood 
Commercial  Transit  District 


WILDWOOD  WAY  | 
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Parking  Locations  and  Gas  Stations 
Ocean  Avenue  Case  Study  Area 
Parcels 

1 Open  Spaces 


0.1 


0.2 


I 


^ I 


I.Taco  Bell/KFC/7-Eleven 
Private  Lot 
22  Spaces 


2.  Voice  of  Pentacost  High  School 
Private  Lot 
25  Spaces 

6.  Ocean  Avenue  Service  & Gas  Stal 
Private  Lot 
14  Spaces 


3.  Vacant  Retail 
Private  Garage 
60  Spaces 

7.  Whole  Foods 
Private  Garage 
Unknown  Spaces 


8.  McDonalds 
Private  Lot 
29  Spaces 


9.  Fenced  Off  Lot 
Private  Lot 
22  Spaces 


11.  Rre  Staton 
Private  Lot 
20  Spaces 


12.  76  Gas  Station 
Private  Lot 
12  Spaces 
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Geary  Boulevard  (14**’  to  28**’  Avenues) 

The  Geary  Boulevard  case  study  area  (shown  in  Figure  VIII-29)  is  a diverse  commercial  district  known 
for  its  dim  sum  and  Korean  restaurants,  Irish  bars,  and  Russian  bakeries  and  grocery  stores.  The  district  is 
also  home  to  many  personal  care  establishments  and  neighborhood-serving  shops,  including  a number  of 
formula  retail  fast  food  restaurants,  banks,  and  other  chain  stores.  Together,  this  wide  variety  of  retail 
offerings  serves  locals  while  also  attracting  specialty  shoppers  from  around  the  Bay  Area.  The  district 
also  benefits  from  an  active  merchants’  association  and  a well-organized  residents’  association.  At  the 
same  time,  however,  the  case  study  area  faces  physical  challenges  including  poorly  maintained  sidewalks, 
buildings,  and  signage,  as  well  as  many  long-term  small  businesses  that  could  benefit  from  fa9ade  and 
other  tenant  improvements.  Geary  Boulevard  itself  is  a major  east- west  arterial  with  fast-moving  traffic. 
As  a result  of  these  physical  conditions  and  the  length  and  disparateness  of  the  commercial  district,  the 
case  study  area  struggles  to  present  a distinct  identity. 

The  following  sections  discuss  the  retail  dynamics  in  the  case  study  area,  the  formula  retail  conditional 
use  applications  that  have  been  submitted,  local  demographic,  sales,  and  market  trends,  and  the 
relationship  between  formula  retail  and  the  district’s  urban  form. 


Figure  VIII-29.  Geary  Boulevard  Case  Study  Area  and  Primary  Trade  Area 
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Sources:  City  and  County  of  San  Francisco,  2013;  Strategic  Economics,  2014. 


San  Francisco  Office  of  Economic  and  Workforce  Development  Invest  in  Neighborhoods  Program,  “Geary 
Boulevard  Neighborhood  Profile,  February  2013,  http://oewd.org/IIN.aspx. 
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Retail  Dynamics 

Stores,  restaurants,  banks,  and  retail  services  occupy  approximately  60  percent  of  the  storefronts  in 
the  Geary  Boulevard  case  study  area.  Figure  VIII-30  shows  the  approximately  225  occupied  storefronts 
in  the  case  study  area  by  type.  Personal  services,  business  and  professional  services,  medical  services,  and 
other  uses  that  are  not  regulated  as  formula  retail  occupy  approximately  40  percent  of  the  storefronts  in 
the  district  - slightly  lower  than  on  Ocean  Avenue,  where  non-retail  uses  account  for  56  percent  of  all 
storefronts.  The  Invest  in  Neighborhoods  program  has  identified  an  “overabundance  of  nail  salons, 
massage  parlors  and  day  spas”  (i.e.,  personal  services)  as  one  of  the  challenges  facing  the 
neighborhood.^®'  While  most  of  the  non-retail  uses  are  independent  businesses,  examples  of  chains  and 
franchises  that  would  not  be  considered  formula  retail  under  the  Planning  Code  include  Jiffy  Lube,  Best 
Cuts,  H&R  Block,  All  State  Insurance,  Farmers  Insurance,  and  State  Farm  Insurance. 

Figure  VIII-30.  Occupied  Storefronts  by  Type:  Geary  Boulevard  Case  Study  Area,  Early  2014 
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Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods,  2013;  Strategic  Economics,  2014. 
All  numbers  are  approximate. 


Formula  retail  accounts  for  16  percent  of  all  retail  establishments,  but  only  11  percent  of  stores  and 
9 percent  of  restaurants  and  bars  are  formula  retail.  Figure  VIII-31  shows  those  uses  that  are  subject 
to  the  City’s  formula  retail  controls.  The  overall  proportion  of  fonnula  retail  (16  percent)  is  skewed 


San  Francisco  Office  of  Economic  and  Workforce  Development  Invest  in  Neighborhoods  Program,  “Geary 
Boulevard  Neighborhood  Profile.” 
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upwards  by  the  many  formula  retail  banks  in  the  case  study  area.  The  share  of  formula  retail  stores  and 
restaurants  in  the  case  study  area  is  comparable  to  citywide  averages. 


Figure  VIII-31.  Formula  and  Independent  Retail  Establishments  by  Use  Type:  Geary  Boulevard  Case 
Study  Area,  Early  2014  


Geary  Boulevard  Case  Study  Area 
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Retail 

Total 

Formula 
Retail  as  % 
of  Total 

Formula  Retail  as 
% of  Total 

Stores 

7 

56 

63 

11% 

10% 

Restaurants  & Bars 
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49 

54 

9% 

11% 

Retail  Services 

0 

3 

3 

0% 

4% 

Banks,  Credit  Unions,  S&L 

9 

1 

10 

90% 

84% 

Total 

21 

109 

130 

16% 

12% 

(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

Use  types  shown  are  subject  to  formula  retail  controls. 

Acronyms: 

S&L:  Savings  and  loans 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  All  numbers  are  approximate. 

The  Geary  Boulevard  case  study  area  is  home  to  a wide  range  of  formula  and  independent  retail 
stores  serving  both  residents’  daily  needs  and  providing  more  specialized  goods.  Figure  VIII-32 
shows  retail  stores  by  type  in  the  case  study  area.  The  district’s  formula  retail  stores  include  both  daily 
needs-serving  retailers  (such  as  a new  Grocery  Outlet,  a Walgreens  pharmacy,  and  several  convenience 
stores)  and  more  specialized/comparison  shopping  stores  such  as  an  Aaron  Brothers  framing  store,  a 
Radio  Shack,  and  a Ross  Dress  for  Less  department  store. 


Figure  VIII-32.  Retail  Stores  by  Type:  Geary  Boulevard  Case  Study  Area,  Early  2014 
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(a)  San  Francisco  data  are  from  the  2012  Dun  & Bradstreet  dataset,  and  have  not  been  independently  verified. 

(b)  Includes  florists,  framing  stores,  produce  markets,  office  supply,  gift,  jewelry,  and  tobacco  stores. 

N/A:  Not  available 

Sources:  Dun  & Bradstreet,  2012;  OEWD  Invest  in  Neighborhoods  Initiative,  2013;  Ocean  Avenue  Association,  2014;  Strategic 
Economics,  2014.  All  numbers  are  approximate. 
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Formula  Retail  Conditional  Use  Applications 

The  community  has  generally  supported  conditional  use  applications  for  formula  retail  that  fills 
long-standing  needs,  but  organized  to  oppose  a formula  retail  use  that  competed  with  existing  small 
businesses.  Figure  VIII-33  lists  the  formula  retail  CU  applications  that  have  been  filed  in  the  Geary 
Boulevard  case  study  area  since  CU  authorizations  for  formula  retail  were  first  required  in  2007.  A 
Grocery  Outlet  was  approved  and  opened  in  late  2013  in  a 13,500-square-foot  space  formerly  occupied  by 
Cala  Foods.  According  to  local  stakeholders,  community  members  generally  supported  the  application 
because  it  helped  fill  a need  for  grocery  stores.  On  the  other  hand,  many  community  members  organized 
to  oppose  an  Unleashed  by  PetCo  store  location  that  was  proposed  for  5411  Geary  Boulevard,  because  it 
competed  with  existing  independent  pet  stores  in  the  area.  In  response  to  opposition  to  the  PetCo  store, 
the  Board  of  Supervisors  passed  legislation  in  201 1 that  bans  formula  retail  pet  supply  stores  in  the  case 
study  area.  The  PetCo  application  was  subsequently  withdrawn. 


Figure  VIII-33.  Formula  Retail  Conditional  Use  Applications  in  Geary  Boulevard  Case  Study  Area, 
2007-January  2014 


Business  Name 

Address 

File  Date 

Action  Date 

Action  Taken 

Unleashed  by  PetCo 

5411  Geary  Blvd 

2011 

Not  applicable 

Withdrawn 

Grocery  Outlet 

6333  Geary  Blvd 

2013 

2013 

Approved  with  conditions 

Kelly  Moore  Paint 

541 1 Geary  Blvd 

2013 

Not  applicable 

Withdrawn 

Sources:  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 


Demographic  and  Market  Trends 

The  half-mile  radius  around  the  Geary  Boulevard  case  study  area  is  home  to  many  moderate- 
income  households,  including  many  families.  Figures  VIII-34  through  VIII-37  provide  selected 
demographic  characteristics  for  the  Census  Tracts  in  the  half-mile  radius  around  the  Geary  Boulevard 
case  study  area.  The  population  density  in  the  Geary  Boulevard  primary  trade  area  (40  people  per  acre)  is 
nearly  as  high  as  in  the  half-mile  surrounding  Upper  Fillmore  (44  people  per  acre),  but  in  contrast  to 
Upper  Fillmore  slightly  more  than  half  of  all  households  in  the  Geary  trade  area  are  families  (Figure  VIII- 
36).  The  average  household  income  around  Geary  is  slightly  lower  than  the  citywide  average  of  $107,500 
(Figure  VIII-34).  Compared  to  San  Francisco  as  a whole,  a high  proportion  of  households  in  the  Geary 
trade  area  earn  between  $20,000  and  $99,999  a year  (Figure  VIII-35).  Asian  and  white  residents  account 
for  a nearly  equal  share  of  the  population  (Figure  VIII-37). 

Figure  VIII-34.  Population,  Households,  and  Average  Household  Income:  Geary  Boulevard  Primaiy 
Trade  Area  and  San  Francisco,  2012 
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Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 
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Figure  VIII-35.  Households  by  Income  Level:  Geary  Boulevard  Primary  Trade  Area  and  San  Francisco, 
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Household  Income 

Sources;  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 

Figure  VlII-36.  Households  by  Type:  Geary  Boulevard  Primary  Trade  Area  and  San  Francisco,  2012 


Children  Children  Household  Households 

Household  Type 

Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 
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Figure  VIII-37.  Population  by  Race  and  Ethnicity:  Geary  Boulevard  Primary  Trade  Area  and  San 
Francisco,  2012 


Black  or  Asian  or 
African  Pacific 

American  Islander 
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Sources:  U.S.  Census  Bureau  American  Community  Survey,  2008-2012;  Strategic  Economics,  2014. 


The  number  of  stores  reporting  sales  tax  has  declined  over  time,  while  the  number  of  restaurants 
has  remained  stable.  As  shown  in  Figure  VIII-38,  the  number  of  stores  (including  both  single-site  and 
multiple-site  establishments)  has  declined  steadily  since  2007.  As  on  Ocean  Avenue,  this  trend  likely 
reflects  the  challenges  that  traditional  brick-and-mortar  retail  stores  are  facing  nationwide.  Meanwhile, 
the  number  of  restaurants  has  remained  stable.  For  both  stores  and  restaurants,  single-site  establishments 
accounted  for  approximately  the  same  percentage  of  total  establishments  in  2013  as  in  2002. 
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Figure  VIII-38.  Single-  and  Multiple-Site  Stores  and  Restaurants  Reporting  Sales  Tax  in  the  Geary 
Boulevard  Case  Study  Area,  2002-2013 
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"Single-Site"  establishments  had  one  location  in  San  Francisco;  "multiple-site"  establishments 
had  more  than  one  location  in  the  city. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics.  2014. 


Since  the  recession,  sales  tax  revenues  from  single-site  establishments  have  recovered  strongly. 
Figure  VIII-39  shows  average  sales  tax  revenue  per  single-site  establishment  in  the  Geary  Boulevard  case 
study  area.  In  2013,  stores  in  the  case  study  area  generated  an  average  of  $3,700  in  sales  tax  revenues  per 
establishment,  slightly  lower  than  average  per-store  revenues  on  Ocean  Avenue  ($4,600  per 
establishment)  and  significantly  lower  than  in  Upper  Fillmore  ($6,500).  Restaurants  on  Geary  Boulevard 
reported  higher  sales  tax  revenues  (an  average  of  $5,400  per  establishment)  than  restaurants  on  Ocean 
Avenue  ($3,700),  but  significantly  lower  revenues  than  restaurants  in  Upper  Fillmore  ($14,300). 
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Figure  VIII-39.  Average  Sales  Tax  Revenue  Per  Single-Site  Establishment:  Geary  Boulevard  Case  Stuefy 
Area,  2002-2013  (Adjusted  to  2013  Dollars) 


$6,000 


•Restaurants 


"Single-Site"  establishments  had  one  location  in  San  Francisco. 

‘Includes  estimate  of  fourth-quarter  sales  tax  revenues  for  2013,  based  on  average  revenues  in  first 

three  quarters  of  the  year. 

Sources:  San  Francisco  Office  of  Economic  Analysis,  2014;  Strategic  Economics,  2014. 

Reflecting  increasing  sales  volumes,  rents  in  the  district  are  reportedly  rising  while  the  vacancy  rate 
has  declined  over  the  past  year.  Figure  VIII-40  provides  CoStar  data  on  rents  for  the  Geary  Boulevard 
case  study  area  and  West  of  Van  Ness  commercial  real  estate  submarket  (defined  by  CoStar),  and  shows 
the  quarter  when  formula  retail  conditional  use  applications  were  approved  or  withdrawn.  According  to 
CoStar,  rents  have  risen  slightly  in  the  case  study  area  since  early  2011.  Local  merchants  have  also  raised 
concerns  about  an  upward  pressure  on  rents.  Storefront  inventories  conducted  by  OEWD  in  February 
2013  and  December  2013  show  the  vacancy  rate  falling  from  eight  percent  to  six  percent  over  the  course 
of  the  year. 

Several  large,  long-vacant  storefronts  have  proved  challenging  to  fdl  with  traditional  retail  uses.  For 
example,  a 5,000-square-foot  former  Walgreens  site  at  5411  Geary  Boulevard  (shown  in  Figure  VIIl-41) 
has  been  vacant  for  a number  of  years.  As  discussed  above.  Unleashed  by  PetCo  submitted  a formula 
retail  CU  application  for  the  space  in  2011,  which  was  withdrawn  amid  significant  controversy.  An 
application  for  a Kelly  Moore  paint  store  in  2013  was  also  withdrawn.  In  early  2014,  the  space  was  leased 
by  Hi-Five  Sports,  an  indoor  sports  facility  that  will  include  a large  basketball  court  for  private  events, 
classes,  and  practice. As  an  athletic  facility  and  the  company’s  first  brick-and-mortar  location,  Hi-Five 
Sports  did  not  require  a formula  retail  CU  authorization. 


Ibid. 

Thomas  K.  Pendergast,  “Proposal  for  New  Petco  Store  on  Geary  Draws  Public  Ire,"  The  Richmond  Review, 
February  2011,  http;//www.sfrichmondreview.com/archives/richmondreview/201  leditions/FebI  1/petco.html;  Joshua 
Sabatini,  “Petco  Barred  from  San  Francisco’s  Geary  Street  by  Pet-Supply  Chain  Ban,"  The  San  Francisco  Examiner, 
July  27,  201 1 , http://www.sfexaminer.com/sanfrancisco/petco-barred-from-san-franciscos-geary-street-by-pet-supply- 
chain-ban/Content?oid=2178777;  “Fli-Five  Sports  Zone  Moving  into  Former  Walgreens  Space  near  18th  & Geary," 
Richmondsfblog.com,  March  6,  2014,  http;//richmondsfblog.com/2014/03/06/hi-five-sports-zone-moving-into-former- 
walgreens-space-near-18th-geary/. 
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Figure  VIII-40.  Rents  and  Formula  Retail  Conditional  Use  Application  Activity  in  the  Geary  Boulevard 
Case  Study  Area  and  West  of  Van  Ness  Submarket,  2006- January  2014 


■ CU  Withdrawn 

■ CU  Approved 
-Geary  (28th  to  14th) 


Acronyms: 

CU:  Conditional  use  application;  NNN:  Triple  net 
Sources:  CoStar,  2014;  City  and  County  of  San  Francisco,  2014;  Strategic  Economics,  2014. 
Rents  based  on  CoStar  data  that  have  not  been  independently  verified. 


Figure  VIII-41.  Long-Term  Vacant  Storefront  in  the  Geary  Boulevard  Case  Study  Area  (5411  Geary 
Boulevard) 
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Neighborhood  Character 

The  Geary  Boulevard  case  study  area  faces  physical  challenges  including  poorly  maintained 
sidewalks,  buildings,  and  signage,  as  well  as  many  long-term  small  businesses  that  could  benefit 
from  facade  and  other  tenant  improvements.  Geary  Boulevard  itself  is  a major  east- west  arterial  with 
fast-moving  traffic.  As  a result  of  these  physical  conditions  and  the  length  and  disparateness  of  the 
commercial  district,  the  case  study  area  struggles  to  present  a distinct  identity. 


Most  of  the  private  parking  facilities  in  the  Geary  Boulevard  case  study  area  serve  formula  retail 
uses.  Figure  VIII-42  shows  the  location  of  auto-oriented  uses,  including  public  and  private  parking  lots 
and  gas  stations,  in  the  case  study  area.  Formula  retail  uses  - including  Grocery  Outlet,  First  Republic 
Bank,  Walgreens,  Ross,  and  Blockbuster  - occupy  three  of  the  four  parcels  with  private  parking  lots  or 
garages.  The  fourth  private  parking  lot  serves  a gas  station. 


Figure  VIII-42.  Auto-Oriented  Uses  (Parking  Locations  and  Gas  Stations):  Geary  Boulevard  Case  Study 
Area 


2.  First  Republic  Bank  4.  Public  Parking  Lot  6.  Public  Parking  Lot 

Private  Lot  21  Spaces  34  Spaces 

Eight  Spaces 


Formula  retail  establishments  are  noted  in  bold. 
Sources:  SF  Park,  2011;  Strategic  Economics,  2014. 


Note  that  data  on  the  size  of  formula  versus  independent  storefronts  were  not  available  for  the  Geary  Boulevard 
case  study  area,  because  the  Dun  & Bradstreet  data  (which  provide  square  footage  information)  were  substantially 
modified  and  updated  for  this  case  study  area. 
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Figure  VIII-43.  Selected  Formula  Retailers  in  the  Geary  Boulevard  Case  Study  Area 


Depending  on  their  location,  formula  retail  establishments  can  serve  local  daily  needs  or  cater  to 
regional  shoppers.  In  Upper  Fillmore,  formula  retailers  are  part  of  a cluster  of  high-end  fashion 
boutiques  that  serves  many  shoppers  from  across  the  city  and  region  as  well  as  high-income  residents. 
Meanwhile,  community  members  have  expressed  concerns  about  a loss  of  independent  daily  needs- 
serving  businesses,  which  tend  to  have  lower  profit  margins  and  thus  struggle  to  afford  the  district’s  high 
rents.  On  Geary  Boulevard  and  Ocean  Avenue,  most  formula  and  independent  retail  businesses  tend  to  be 
in  categories  that  serve  residents’  and  workers’  daily  needs,  such  as  grocery  stores,  drug  stores,  banks, 
and  coffee  shops.  However,  as  a major  arterial,  Geary  Boulevard  has  more  comparison  shopping  - 
including  formula  and  independent  retailers  - compared  to  Ocean  Avenue. 


The  urban  form  of  formula  retail  establishments  in  the  case  study  areas  varies  significantly, 
depending  on  the  characteristics  of  existing  built  space  in  the  district  and  the  type  of  function  that 
the  retailers  serve.  In  Upper  Fillmore,  formula  retail  establishments  tend  to  locate  in  Victorian  buildings 
with  limited  parking,  although  on  average  formula  retailers  occupy  larger  storefronts  than  independent 
retailers.  In  contrast,  formula  retail  establishments  on  Ocean  Avenue  and  Geary  Boulevard  are  more 
likely  to  locate  in  auto-oriented  buildings  with  significant  parking.  This  difference  reflects  the  eras  when 
the  districts  were  developed  and  existing  types  of  buildings  in  the  case  study  areas  - after  all,  most  of  the 
formula  retail  has  located  in  existing  buildings  - as  well  as  the  different  functions  that  formula  retail  plays 


Summary  of  Findings 

Figure  VIII-44  summarizes  some  of  the  characteristic  features  of  the  three  neighborhood  case  study  areas. 
Taken  together,  the  case  studies  suggest  the  following  conclusions. 
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in  the  different  neighborhoods.  Formula  retail  in  Upper  Fillmore  generally  caters  to  comparison  shoppers 
who  are  likely  to  drive  or  take  transit  to  the  district  and  then  walk  from  store  to  store.  On  the  other  hand, 
much  of  the  formula  retail  on  Ocean  Avenue  and  Geary  Boulevard  sell  groceries  and  personal  goods  that 
many  shoppers  buy  in  large  quantities  and  prefer  to  transport  in  a car. 


Figure  VIII-44.  Summary  of  Selected  Case  Study  Area  Characteristics 


Upper  Fillmore 

Ocean  Avenue 

Geary  Boulevard  (14th 
to  28th  Avenues) 

Retail  Mix 

-High-end  apparel  and 
beauty  stores,  home 
furnishings 
-Limited  daily  needs- 
serving  stores 
-Restaurants 

-Personal  services, 
civic  organizations, 
medical  services 
-Many  daily  needs- 
serving  stores 
-Restaurants 

-Personal  services,  civic 
organizations,  medical 
services 

-Mix  of  daily  needs- 
serving  stores  and 
comparison  shopping 
-Restaurants 

Neighborhood 

Character 

-Pedestrian-oriented 
shopping  streets 
-Traditional  Victorian 
mixed-use  buildings 
-Limited  off-street  parking 
for  formula  and 
independent  retail 

-Pedestrian-oriented 

arterial 

-Mix  of  single-use 
retail  buildings  and 
mixed-use 
development 
-Several  surface 
parking  lots  serving 
formula  retailers 

-Major  arterial  corridor 
-Mix  of  single-use  retail 
buildings  and  mixed-use 
development 
-Several  surface  parking 
lots  and  garages  serving 
formula  retailers 

Trade  Area 
Demographics 

-High  household  incomes 
-Small  household  sizes 

-Moderate  to  high 
household  incomes 
-Many  families 

-Moderate  household 

incomes 

-Many  families 

Concentration  of 
Formula  Retail 
(Formula  Retail  as 
a % of  Total  Retail 
Establishments) 

20%  (does  not  include 
international  chains  and 
formula  retail  subsidiaries) 

16% 

16% 

Formula  Retail 
Conditional  Use 
Applications  Since 
2007 

Five;  all  approved 

Six;  one  withdrawn, 
five  approved 

Three;  two  withdrawn, 
one  approved 

Average  Sales  Tax 
Revenues  per 
Single-Site 
Establishments 

$6,500  (stores) 

$14,300  (restaurants) 

$4,600  (stores) 

$3,700  (restaurants) 

$3,700  (stores) 

$5,400  (restaurants) 

Retail  Vacancy 

Rate  (Late 
2013/Early  2014) 

Effectively  zero 

10% 

6% 

Source;  Strategic  Economics,  2014, 


Personal,  business,  and  medical  services  play  an  important  role  in  filling  vacant  retail  space  in  daily 
needs-serving  districts  like  the  Ocean  Avenue  and  Geary  Boulevard  case  study  areas,  reflecting 
national  retail  market  trends.  While  Upper  Fillmore’s  high  sales  volumes  and  reputation  as  a shopping 
destination  continues  to  attract  many  retail  stores  and  keep  vacancies  low,  non-retail  uses  occupy  a 
significant  share  of  storefronts  on  Geary  Boulevard  and  Ocean  Avenue  (40  percent  and  56  percent, 
respectively).  Moreover,  the  latter  two  case  study  areas  both  experienced  decreases  in  the  number  of  retail 
stores  reporting  sales  tax  revenues  between  2002  and  2013.  This  trend  reflects  the  challenge  that  cities 
across  the  country  are  facing  in  filling  retail  space  with  traditional  retail  activities  as  the  industry  has 
become  increasingly  consolidated,  with  chain  stores  dominating  much  of  the  retail  landscape.  More 
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recently,  brick-and-mortar  retail  stores  have  also  been  forced  to  compete  with  online  sales.  Increasingly, 
cities,  landlords,  and  brokers  rely  on  businesses  that  do  not  typically  face  competition  from  Internet-based 
retailers  (e.g.,  restaurants,  food  stores,  and  personal  services),  or  that  offer  specialized  customer  service  or 
a unique  shopping  experience  (e.g.,  high-end  clothing  stores).  Given  these  trends,  expanding  formula 
retail  controls  to  include  personal,  business,  and  medical  services  could  potentially  make  it  more  difficult 
to  maintain  healthy  vacancy  rates  (i.e.,  vacancy  rates  of  no  more  than  10  percent)  in  some  NCDs. 

The  City’s  formula  retail  controls  may  make  some  spaces  more  challenging  to  lease,  especially 
larger  buildings  that  are  often  best  suited  for  formula  retailers.  Brokers  report  that  the  controls  make 
leasing  large  (>3,000  square  foot)  spaces  particularly  challenging,  because  formula  retailers  can  generally 
fill  more  floor  space  than  independent  retailers  and  can  more  often  afford  to  make  needed  tenant 
improvements  and  pay  the  rents  required  to  lease  larger  storefronts.  On  the  other  hand,  formula  retail 
controls  are  likely  only  one  of  many  factors  contributing  to  long-term  vacancies.  For  example,  the 
vacancy  of  the  former  Rite  Aid  space  on  Ocean  Avenue  is  directly  tied  to  corporate  restructurings  of 
national  chains  (the  space  became  vacant  when  the  Rite  Aid  was  purchased  by  Walgreens;  a Fresh  & 
Easy  that  was  approved  for  the  site  never  opened,  due  to  the  company’s  larger  financial  problems).  The 
storefront,  which  occupies  the  ground  floor  of  a mixed-use  building,  also  suffers  from  significant  design 
challenges  including  structural  issues  that  make  it  difficult  to  subdivide. 

Formula  retail  establishments  often  have  the  resources  to  improve  storefronts  with  challenging 
physical  conditions  and  can  serve  as  anchors  in  revitalizing  neighborhoods,  but  can  also  be 
challenging  to  involve  in  merchant  and  community  organizing  and  outreach.  The  Whole  Foods  on 
Ocean  Avenue  is  an  example  of  a formula  retail  business  that  has  helped  bring  new  customer  traffic  to  a 
struggling  corridor.  On  the  other  hand,  community  members  note  that  it  is  challenging  to  establish 
ongoing  relationships  with  many  formula  retailers  because  the  managers  rotate  between  stores  or  do  not 
have  the  authority  to  make  decisions. 

The  City’s  formula  retail  controls  generally  serve  as  a disincentive  for  formula  retail  establishments 
to  locate  in  NCDs,  but  formula  retailers’  willingness  to  go  through  the  formula  retail  conditional 
use  application  process  depends  on  conditions  in  specific  districts.  The  Upper  Fillmore  and  Ocean 
Avenue  case  study  areas  have  each  attracted  five  to  six  formula  retail  CU  applications  since  the  controls 
went  into  effect  in  2007,  suggesting  that  at  least  Some  formula  retail  establishments  have  determined  that 
demand  for  their  goods  and  services  is  strong  enough  in  these  neighborhoods  to  outweigh  the  cost  and 
uncertainty  of  the  CU  process.  Indeed,  all  of  the  CU  applications  in  Upper  Fillmore  and  all  but  one  on 
Ocean  Avenue  have  been  approved.  On  the  other  hand,  the  Geary  Boulevard  case  study  area  has  only 
attracted  three  formula  retail  CU  applications,  of  which  two  have  been  withdrawn.  The  lower  application 
rate  on  this  part  of  Geary  Boulevard  likely  reflects  more  challenging  market  conditions,  as  indicated  by 
the  lower  average  household  incomes  in  the  trade  area  and  lower  sales  volume  for  retail  stores  compared 
to  the  other  two  case  study  areas.  The  significant  community  opposition  that  PetCo  Unleashed 
encountered  may  also  serve  as  a deterrent  for  new  formula  retail  CU  applicants. 

Community  reaction  to  formula  retail  conditional  use  applications  appears  to  depend  on  the 
potential  impact  on  competing  businesses  and  whether  prospective  formula  retail  tenants  are  filling 
long-standing  vacancies  or  meeting  perceived  community  needs.  The  City’s  formula  retail  CU 
application  process  is  designed  to  consider  these  factors.  When  considering  a request  for  a formula  retail 
CU,  the  Planning  Commission  is  required  to  consider  criteria  such  as  the  existing  concentration  of 
formula  retail  uses,  the  availability  of  other  similar  retail  uses,  the  existing  retail  vacancy  rates,  the 
existing  mix  of  citywide-  and  neighborhood-serving  uses,  and  the  compatibility  of  the  proposed  project 
with  the  existing  architectural  and  aesthetic  character  of  the  district. 
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IX.  CONCLUSION 

The  analysis  described  in  this  report  suggests  a number  of  conclusions  about  the  role  that  existing  formula 
retail  establishments  play  in  San  Francisco’s  neighborhoods,  the  impacts  of  the  City’s  existing  formula 
retail  controls,  and  the  potential  effects  of  some  of  the  proposed  changes  to  the  controls.  These 
conclusions  are  discussed  below. 

Existing  Formula  Retail  Establishments  and  San  Francisco’s  Neighborhoods 
Formula  retail  is  most  highly  concentrated  in  places  that  do  not  have  formula  retail  controls  and  in 
neighborhood  shopping  centers.  Overall,  formula  retail  accounts  for  25  percent  of  retail  establishments 
in  commercial/mixed-use  zoning  districts  without  formula  retail  controls,  compared  to  10  percent  of  retail 
establishments  in  commercial/mixed-use  zoning  district  with  controls  (a  category  that  includes  all  of  the 
city’s  neighborhood  commercial  districts).  Formula  retail  is  most  highly  concentrated  in  Downtown, 
South  of  Market,  and  the  northeastern  waterfront,  where  new  formula  retail  is  permitted  without  a 
conditional  use  (CU)  authorization.  There  are  also  significant  concentrations  of  formula  retail  in  shopping 
centers,  including  those  where  new  formula  retail  requires  a CU  authorization  - such  as  Lakeshore  Plaza, 
the  Laurel  Village  Shopping  Center,  and  Geary  and  Masonic  - as  well  as  in  Stonestown  Galleria,  where 
formula  retail  is  not  regulated. 

Formula  retail  establishments  can  serve  local  daily  needs  or  cater  to  regional  shoppers,  depending 
in  part  on  their  location.  For  example,  in  Downtown,  parts  of  South  of  Market,  and  the  northeastern 
waterfront  - areas  where  formula  retail  is  generally  not  regulated  - formula  retail  stores  and  restaurants 
serve  a mix  of  workers,  shoppers,  and  visitors  from  around  the  city,  region,  and  world.  The  most  common 
types  of  formula  retail  in  these  districts  include  apparel  and  accessory  stores,  health  and  beauty  stores,  and 
specialized  retail  stores.  Some  neighborhood  commercial  districts  such  as  Upper  Fillmore  are  also 
emerging  as  regional  shopping  destinations,  and  have  significant  clusters  of  both  formula  and  independent 
clothing  stores,  beauty  stores,  and  other  regional-serving  businesses.  In  general,  however,  pharmacies, 
grocery  stores,  banks,  and  other  uses  that  serve  residents’  daily  needs  account  for  much  of  the  formula 
retail  in  neighborhood  commercial  districts  and  other  commercial/mixed-use  zoning  districts  where 
formula  retail  is  subject  to  controls. 

Real  estate  market  conditions  may  favor  formula  retailers  in  some  highly  desirable  neighborhood 
commercial  districts  that  serve  local  residents,  shoppers  from  aronnd  the  region,  and  tourists. 
Landlords  in  San  Francisco’s  most  attractive  retail  markets  (e.g.,  Upper  Fillmore)  often  require  letters  of 
credit  guaranteeing  6 to  12  months’  worth  of  rent.  Prospective  tenants  may  also  find  it  necessary  to  pay 
either  landlords  or  existing  tenants  “key  money”  in  order  to  secure  a lease.  Start-ups  and  other 
independent  retailers  often  find  it  difficult  to  meet  these  requirements.  Stakeholders  have  also  reported 
incidents  of  landlords  holding  retail  space  vacant  for  significant  periods  of  time  until  a national  tenant  can 
be  found. 

However,  there  does  not  appear  to  be  a consistent  relationship  between  the  approval  of  a new 
formula  retail  conditional  use  application  and  the  subsequent  direction  of  local  rents  and  vacancies. 
Rather,  retail  market  trends  over  time  are  primarily  related  to  regional  and  national  economic  cycles. 

Formula  retail  establishments  often  have  the  resources  to  improve  storefronts  with  challenging 
physical  conditions  and  can  serve  as  anchors  in  revitalizing  neighborhoods,  but  can  also  be 
challenging  to  involve  in  merchant  and  community'  organizing  and  outreach.  Compared  to 
independent  businesses,  national  and  regional  retailers  often  have  more  resources  to  invest  in  improving 
fapades  and  interiors.  In  addition  to  making  physical  improvements,  a large,  brand-name  retailer  can  also 
contribute  to  the  revitalization  of  a neighborhood  commercial  district  by  drawing  new  customers  to  the 
district.  However,  beyond  drawing  new  customers,  many  formula  retail  stores  contribute  few  other 
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benefits  to  the  neighborhoods  where  they  are  located.  Community  members  note  that  it  is  challenging  to 
establish  ongoing  relationships  with  most  formula  retailers  because  the  managers  rotate  between  stores  or 
do  not  have  the  authority  to  make  decisions.  As  a result  of  this  management  structure,  local  merchants 
associations  report  that  few  formula  retailers  are  active  participants  in  their  efforts  to  organize  events  and 
activities. 

Formula  retailers  generally  occupy  larger  spaces  than  independent  retailers  do,  but  the  relationship 
of  formula  retail  to  neighborhood  character  otherwise  varies  significantly  depending  on  the  type  of 
business  and  the  district  where  it  is  located.  Overall,  nearly  85  percent  of  San  Francisco’s  formula 
retailers  occupy  more  than  3,000  square  feet,  while  80  percent  of  independent  retailers  occupy  3,000 
square  feet  or  less.  However,  the  types  of  buildings  that  formula  retailers  occupy  vary  significantly 
depending  on  business  type  and  the  characteristics  of  specific  neighborhood  commercial  districts.  For 
example,  in  the  Upper  Fillmore  case  study  area,  formula  retail  establishments  tend  to  locate  in  Victorian 
buildings  with  limited  parking,  reflecting  both  the  existing  building  stock  in  the  district  and  the  fact  that 
formula  retail  in  Upper  Fillmore  generally  caters  to  comparison  shoppers  who  are  likely  to  drive  or  take 
transit  to  the  district  and  then  walk  from  store  to  store.  In  contrast,  formula  retail  establishments  in  the 
Ocean  Avenue  and  Geary  Boulevard  case  study  area  are  more  likely  to  locate  in  single-story  retail 
buildings  with  significant  parking.  Many  of  the  formula  retailers  on  Ocean  Avenue  and  Geary  Boulevard 
sell  groceries  and  other  personal  goods  that  shoppers  often  buy  in  large  quantities  and  may  prefer  to 
transport  in  a car. 

Employment  practices  in  San  Francisco  vary  as  much  or  more  by  retail  subsector  and  firm  size  as 
by  whether  a business  is  formula  or  independent.  On  average,  retail  stores  and  restaurants  in  San 
Francisco  pay  similar  wages  regardless  of  whether  the  business  has  just  one  location  in  California 
(“single-site”  firms,  which  served  as  a proxy  for  independent  retailers  in  the  employment  analysis  due  to 
limitations  of  the  employment  data),  or  is  part  of  a company  with  multiple  locations  in  the  state 
(“multiple-site”  firms).  However,  these  averages  mask  large  pay  differences  within  some  retail 
subsectors.  In  some  subsectors  (e.g.,  electronics  and  appliance,  furniture,  health  and  personal  care,  and 
grocery  stores)  workers  at  multiple-site  stores  earned  more  than  workers  at  single-site  stores,  while  in 
other  subsectors  (e.g.  automobile  parts  and  accessories,  liquor,  shoes,  and  sporting  goods  stores),  workers 
at  multiple-site  stores  earned  less  than  workers  at  single-site  stores.  Firms  with  multiple  sites  do  tend  to 
employ  significantly  more  workers  than  firms  with  a single  location,  although  some  of  the  difference  may 
be  due  to  scheduling  and  other  business  practices  (e.g.,  multiple-site  firms  may  tend  to  hire  more  part- 
time  or  temporary  workers). 

Both  nationally  and  in  San  Francisco,  retail  stores  and  restaurants  generally  provide  fewer  benefits 
compared  to  other  types  of  businesses.  Local  and  national  studies  have  also  shown  that  firms  with  fewer 
than  20  employees  - a category  that  includes  most  independent  retailers  - are  less  likely  to  offer  health 
insurance,  paid  time  off,  and  other  benefits  compared  to  firms  with  more  than  20  employees,  a category 
that  includes  most  formula  retailers.  However,  San  Francisco’s  labor  laws  raise  the  floor,  so  that  firms  in 
all  industries  are  required  to  offer  higher  pay  and  better  benefits  compared  to  their  counterparts  elsewhere 
in  the  country,  although  small  firms  are  exempt  from  some  requirements. 


National  data  from  the  2007  Economic  Census  show  that  retail  firms  with  fewer  than  10  outlets  in  the  United 
States  paid  an  average  of  $27,500  per  employee,  per  year.  In  comparison,  firms  with  10  or  more  outlets  paid  an 
average  of  $20,800  per  employee  per  year.  However,  employment  data  by  number  of  outlets  were  not  available  for 
San  Francisco. 

Data  on  part-time  versus  full-time  worker  status  by  industry  and  number  of  outlets  are  not  available  from  any 
known  source. 
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Effects  of  San  Francisco’s  Existing  Formula  Retail  Controls 

The  relatively  low  concentration  of  formula  retail  in  commercial/mixed-use  neighborhoods  with 
formula  retail  controls  in  place  suggests  that  the  controls  are  successfully  limiting  the  number  of 
new  formula  retail  stores  in  the  city’s  neighborhood  commercial  districts,  although  other  factors 
are  also  likely  at  play.  In  addition  to  the  City’s  formula  retail  controls,  other  factors  that  could  affect  the 
concentration  of  formula  retail  in  different  neighborhoods  include  the  prevalence  of  formula  retail  before 
the  controls  went  into  effect  and  the  different  retail  markets  that  various  commercial  districts  serve. 

By  creating  disincentives  for  formula  retailers  to  locate  in  San  Francisco's  neighborhood 
commercial  districts,  the  formula  retail  controls  may  help  lower  rents  for  independent  retailers. 
According  to  brokers  who  work  with  chain  retailers,  obtaining  a formula  retail  CU  authorization  typically 
takes  6 to  12  months  and  can  cost  tens  of  thousands  of  dollars,  including  fees  for  attorneys,  architects,  and 
community  outreach  consultants  and  other  costs.  As  a result,  brokers  report  that  many  formula  retailers 
will  not  propose  a new  location  in  San  Francisco’s  neighborhood  commercial  districts  unless  they  feel 
confident  that  their  CU  application  is  likely  to  be  approved  or  the  location  is  so  desirable  that  the  store  is 
willing  to  take  the  risk.  Some  formula  retailers  are  reportedly  unwilling  to  consider  locations  in  San 
Francisco’s  neighborhood  commercial  districts  at  all.  By  making  neighborhood  commercial  districts  less 
attractive  for  formula  retailers,  formula  retail  controls  may  help  lower  rents  in  some  districts,  reducing 
costs  for  independent  retailers. 

However,  formula  retailers’  willingness  to  go  through  the  formula  retail  conditional  use  application 
process  depends  on  conditions  in  specific  districts.  Formula  retailers  are  more  likely  to  submit 
applications  in  neighborhoods  with  strong  market  demand  for  new  retail  and  where  they  anticipate  a 
positive  reception  by  the  community. 

The  City’s  formula  retail  controls  may  be  a contributing  factor  in  some  long-term  vacancies, 
particularly  of  larger  storefronts.  Brokers  report  that  large,  deep  spaces  may  sit  empty  for  extended 
periods  of  time  if  a formula  retail  CU  application  is  disapproved  or  withdrawn,  and  that  these  vacant 
spaces  can  act  as  a drag  on  the  vibrancy  and  overall  performance  of  the  surrounding  district.  Formula 
retailers  can  generally  fill  more  floor  space  than  independent  retailers,  and  can  more  often  afford  to  make 
needed  tenant  improvements  and  pay  the  rents  required  to  lease  larger  storefronts.  However,  while  the 
formula  retail  controls  may  make  leasing  some  spaces  more  challenging,  obsolete  building  designs, 
significant  maintenance  needs,  and  challenging  locations  also  likely  contribute  to  long-term  vacancies  in 
many  cases. 

While  it  might  be  ideal  to  encourage  property  owners  to  subdivide  or  redevelop  large,  vacant  retail 
spaces,  there  are  significant  limitations  to  this  approach.  Some  large  retail  buildings  are  not  possible 
to  subdivide  into  multiple  smaller  storefronts  that  would  be  more  suitable  for  independent  businesses 
because  of  structural  or  design  issues.  In  terms  of  redevelopment  potential,  some  vacant  retail  buildings 
that  are  too  big  for  most  independent  retailers  are  located  on  parcels  that  are  too  small  to  support  enough 
residential  units  to  justify  the  expense  of  the  demolition  and  construction.  Other  vacant  retail  buildings 
may  present  other  challenges  for  redevelopment.  For  example,  the  vacant,  former  Walgreens  building  in 
the  Geary  Boulevard  case  study  area  is  wedged  between  two  other  retail  buildings,  making  it  a very 
challenging  site  for  any  new  construction. 

Existing  formula  retail  controls  empower  well-organized  community  members  to  keep  out 
unwanted  formula  retail  uses.  The  majority  of  formula  retail  CU  applications  have  been  approved. 
However,  in  cases  where  community  members  have  reached  a clear  consensus  that  a proposed  formula 
retailer  is  not  desirable  and  appeared  at  Planning  Commission  hearings,  CU  authorizations  have  often 
been  denied  or  withdrawn.  In  general,  community  reaction  to  formula  retail  CU  applications  appears  to 
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depend  on  factors  such  as  the  potential  impacts  on  competing  businesses,  and  whether  prospective 
formula  retail  tenants  are  filling  long-standing  vacancies  and/or  meeting  perceived  community  needs. 

Current  Issues  and  Potential  Changes  to  Formula  Retail  Controls 

The  Board  of  Supervisors  is  considering  a number  of  different  ordinances  that  would,  among  other 
changes,  expand  the  definition  of  formula  retail  to  include  additional  land  uses,  businesses  that  have  1 1 or 
more  other  outlets  located  anywhere  in  the  world,  and  businesses  that  are  majority  owned  by  a formula 
retail  use  subject  new  land  uses  to  formula  retail  controls.  Other  proposals  would  create  quantitative 
thresholds  for  determining  the  appropriate  level  of  concentration  of  formula  retail  in  neighborhood 
commercial  districts.  In  addition  to  the  changes  that  the  Board  of  Supervisors  is  considering,  stakeholders 
have  also  raised  concerns  about  the  impacts  of  the  formula  retail  controls  on  locally  owned  and  smaller 
retailers  that  are  captured  by  the  City’s  current  definition  of  formula  retail.  The  data  and  analysis 
performed  as  part  of  this  study  led  to  the  following  conclusions  on  these  issues. 

Changing  the  definition  of  formula  retail  to  include  international  chains  with  11  or  more  other 
establishments  anywhere  in  the  world  could  have  a significant  effect  in  certain  neighborhoods,  but 
is  unlikely  to  affect  many  businesses  citywide.  This  proposed  policy  change  is  particularly  relevant  in 
highly  attractive  shopping  districts  like  Upper  Fillmore,  where  international  (as  well  as  domestic) 
businesses  are  reportedly  accelerating  plans  to  open  before  they  reach  the  threshold  for  formula  retail. 
Other  international  chains  have  chosen  to  open  their  first  San  Francisco  locations  in  neighborhoods  with  a 
strong  ethnic  identity,  such  as  Japantown,  Chinatown,  or  the  Mission.  Citywide,  10  percent  of  businesses 
with  1 1 or  more  other  corporate  family  members  are  part  of  a corporation  that  is  headquartered  outside  of 
the  U.S.  However,  the  vast  majority  of  international  businesses  aheady  have  a long-established  presence 
in  the  U.S.  and  qualify  as  formula  retail  under  the  current  Planning  Code. 

Expanding  the  formula  retail  definition  to  include  establishments  that  are  owned  by  formula  retail 
businesses  is  also  likely  to  affect  a small  number  of  potential  new  businesses.  This  proposed  policy 
change  is  designed  to  address  several  recent  cases  of  new  or  proposed  establishments  that  did  not  have  to 
go  through  the  formula  retail  CU  process  even  though  they  were  owned  by  formula  retailers,  such  as  Jack 
Spade  in  the  Mission  (owned  by  Liz  Claiborne)  and  Athleta  and  Evolution  Juice  in  Upper  Fillmore 
(owned  by  The  Gap  and  Starbucks,  respectively).  Citywide,  however,  subsidiaries  - defined  as  companies 
that  are  more  than  50  percent  owned  by  another  corporation  - account  for  only  3 percent  of  retail 
businesses  in  San  Francisco  that  have  12  or  more  corporate  family  members.  Most  of  these  would  already 
qualify  as  formula  retail  under  the  existing  Planning  Code,  because  they  have  1 1 or  more  other  locations 
of  the  same  trade  name  in  the  U.S. 

Expanding  the  application  of  formula  retail  controls  to  other  types  of  land  uses  could  affect  a 
significant  nnmber  of  businesses  considering  new  locations  in  San  Francisco,  and  make  it  more 
challenging  to  fill  vacant  storefronts  in  some  neighborhood  commercial  districts.  As  the  retail 
industry  has  become  increasingly  consolidated  and  brick-and-mortar  retail  stores  are  forced  to  compete 
with  online  sales,  non-retail  uses  are  playing  an  increasingly  important  role  in  filling  vacant  retail  space. 
Personal,  business,  and  medical  services  play  a particularly  important  role  in  some  of  San  Francisco’s 
more  struggling  retail  districts.  For  example,  while  Upper  Fillmore’s  high  sales  volumes  and  reputation  as 
a shopping  destination  continue  to  attract  many  retail  stores  and  keep  vacancies  low,  non-retail  uses 
occupy  a significant  share  of  storefronts  on  Geary  Boulevard  and  Ocean  Avenue  (40  percent  and  56 
percent,  respectively).  Given  these  trends,  expanding  formula  retail  controls  to  include  new  land  uses 
could  make  it  more  difficult  to  maintain  healthy  vacancy  rates  (i.e.,  vacancy  rates  of  no  more  than  10 
percent)  in  some  neighborhood  commercial  districts.  Moreover,  many  personal,  business,  and  medical 
services  - such  as  hair  and  nail  salons,  gyms,  and  dialysis  centers  - serve  residents’  daily  needs  and  align 
with  the  City’s  vision  of  neighborhood  commercial  districts  as  providing  a range  of  neighborhood-serving 
commercial  uses. 
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The  appropriate  concentration  of  formula  retail  for  neighborhood  commercial  districts  varies 
significantly  depending  on  existing  conditions  and  the  community’s  preferences.  The  existing 
concentration  of  formula  retail  varies  significantly  across  the  city,  and  communities  often  react  differently 
to  formula  retail  CU  applications  depending  on  factors  such  as  the  potential  impacts  on  competing 
businesses  and  whether  prospective  formula  retail  tenants  are  filling  long-standing  vacancies  and/or 
meeting  perceived  community  needs.  Given  this  variation,  it  is  not  possible  to  define  an  ideal  level  of 
concentration  for  formula  retail  that  could  apply  across  multiple  neighborhood  commercial  districts. 

Changing  the  deflnition  of  formula  retail  to  businesses  with  at  least  20  or  50  other  establishments 
(rather  than  the  current  11)  would  exempt  some  local,  fast-growing  companies,  while  still  capturing 
the  vast  majority  of  national  chains.  Examples  of  businesses  that  started  in  San  Francisco  and  have 
recently  qualified  as  formula  retail  include  Philz  Coffee,  withl4  locations  in  the  Bay  Area;  San  Francisco 
Soup  Company,  with  16  locations  in  the  Bay  Area;  and  Pet  Food  Express,  which  recently  reached 
approximately  50  stores  in  the  Bay  Area,  Sacramento,  and  Carmel.  Overall,  however,  only  5 percent  of 
formula  retailers  in  San  Francisco  are  associated  with  businesses  with  fewer  than  20  total  branches  or 
subsidiaries.  Another  4 percent  have  between  20  and  50  locations.  The  remaining  formula  retailers  are 
either  franchises  (about  17  percent)  or  have  more  than  50  locations  (nearly  75  percent). 

Franchisees  and  other  small  businesses  may  need  more  assistance  in  navigating  formula  retail  and 
other  land  use  controls  and  negotiating  rents.  The  formula  retail  controls  affect  some  small  businesses 
as  well  as  larger,  national  chains.  These  include  rapidly  growing  local  companies  (e.g.,  Philz  Coffee,  San 
Francisco  Soup  Company)  as  well  as  some  franchisees  (i.e.,  individuals  or  small,  local  companies  who 
purchase  the  right  to  use  the  trademark  and  other  standardized  features  from  a large,  national  brand). 
Providing  these  businesses  with  technical  assistance  in  navigating  the  formula  retail  controls  and  other 
land  use  controls  could  help  mitigate  the  impacts  of  the  controls.  Small  businesses  may  also  benefit  from 
additional  assistance  in  negotiating  with  landlords  in  neighborhood  commercial  districts  where  rents  are 
rising  rapidly. 
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APPENDIX  A.  DATA  SOURCES  AND  METHODOLOGY: 
IDENTIFYING  EXISTING  FORMULA  RETAIL 


As  summarized  in  Chapter  III,  Strategic  Economics  identified  formula  and  independent  retail 
establishments  using  a database  of  all  businesses  in  San  Francisco  purchased  in  2012  from  Dun  & 
Bradstreet  (D&B).  D&B  is  a commercial  vendor  that  collects  and  sells  data  on  businesses,  assigning  each 
establishment  in  its  database  a unique,  location-specific  Data  Universal  Numbering  System  (D-U-N- 
S®)  Number.  D&B  also  collects  a wide  range  of  data  points  on  each  individual  establishment  including 
business  name,  trade  name,  address,  annual  sales  volume,  number  of  employees,  square  feet  of 
establishment,  year  opened,  line  of  business,  and  corporate  linkages,  including  categorizing  each 
establishment  by  whether  it  is  a single  location,  branch,  headquarters,  or  subsidiary.  The  City  and  County 
of  San  Francisco  geocoded  each  establishment  based  on  the  address  provided  by  D&B. 

The  2012  D&B  database  includes  approximately  82,000  business  establishments  located  in  San 
Francisco.  In  order  to  identify  formula  and  other  retail  establishments.  Strategic  Economics  used  the 
following  methodology: 

1.  Identifying  retail:  Strategic  Economics  used  the  North  American  Industry  Classification  System 
(NAICS)  codes  that  D&B  provides  for  each  establishment  in  the  dataset  to  identify  types  of 
businesses  that  would  most  likely  be  subject  to  the  definition  of  formula  retail  in  the  San  Francisco 
Planning  Code.*°*  Figure  A-1  shows  the  NAICS  codes  considered  to  be  “retail”  under  this  definition, 
based  on  the  Planning  Code  and  discussions  with  Planning  Department  staff.  Retail  establishments 
were  grouped  into  broad  “use  types”  for  the  purposes  of  the  analysis:  stores;  restaurants,  bars,  and 
cafes;  retail  services;  banks,  credit  unions,  and  savings  and  loans. Note  that  some  uses  that  are 
often  considered  retail  in  other  contexts  - for  example,  hair  salons,  gyms,  health  care  outlets,  gas 
stations,  home  mortgage  centers,  tax  service  centers,  and  auto  dealerships  - are  not  currently  subject 
to  San  Francisco’s  formula  retail  controls,  and  were  therefore  excluded  from  the  definition  of  retail 
for  the  purposes  of  this  analysis.  Establishments  located  at  San  Francisco  International  Airport  were 
also  excluded  from  the  analysis. 

2.  Identifying  formula  retail:  Formula  retailers  were  identified  as  retail  establishments  with  12  or  more 
global  corporate  family  members  - i.e.,  branches  and  subsidiaries  - as  identified  by  D&B.  D&B 
defines  a branch  as  “a  secondary  location  of  a business.  . . It  will  have  the  same  legal  business  name 
as  its  headquarters,  although  branches  frequently  operate  under  a different  trade  [name].”  A 
subsidiary  is  defined  as  “a  corporation  that  is  more  than  50  percent  owned  by  another  corporation.”'^® 


NAICS  is  the  standard  code  system  used  by  federal  statistical  agencies  for  classifying  business  establishments. 

As  stated  in  Section  303{i)(2)  of  the  Planning  Code,  the  following  uses  (as  defined  in  Article  7 and  Article  8 of  the 
Planning  Code)  are  subject  to  the  definition  of  formula  retail;  "Bar,"  "Drive-up  Facility,"  "Eating  and  Drinking  Use," 
"Liquor  Store,"  "Sales  and  Service,  Other  Retail,"  "Restaurant,"  "Limited-Restaurant,"  "Take-Out  Food,"  "Sales  and 
Service,  Retail,"  "Service,  Financial,"  "Movie  Theater,"  and  "Amusement  and  Game  Arcade."  In  addition,  in  the 
Taraval  Street  Neighborhood  Commercial  District  (NCD),  Noriega  Street  NCD,  and  Irving  Street  NCD,  “Trade  Shops” 
are  also  subject  to  the  formula  retail  controls.  Trade  shops  are  defined  in  Section  790.124  as  “a  retail  use  which 
provides  custom  crafted  goods  and/or  services  for  sale  directly  to  the  consumer,  reserving  some  storefront  space  for 
display  and  retail  service  for  the  goods  being  produced  on  site...”  including  repair  of  personal  apparel,  accessories, 
household  goods,  appliances,  and  furniture;  upholstery  services;  carpentry;  building,  electrical,  painting,  roofing, 
furnace  or  pest  control  contractors;  printing  of  a minor  processing  nature;  tailoring;  and  other  artisan  craft  uses, 
including  fine  arts  uses. 

Trade  shops  (in  the  Taraval,  Noriega,  and  Irving  Street  NCDs),  movie  theaters,  and  arcades  were  also  initially 
included  in  the  definition  of  “retail,”  as  these  uses  are  subject  to  the  definition  of  formula  retail  in  the  Planning  Code. 
However,  the  analysis  identified  no  trade  shops  (in  the  relevant  NCDs)  or  arcades  that  could  be  considered  formula 
retail,  and  the  number  of  movie  theaters  in  the  database  was  too  small  (fewer  than  20)  to  draw  any  meaningful 
conclusions.  Therefore,  these  uses  have  been  excluded  from  the  analysis. 

Dun  & Bradstreet,  “Glossary  of  D&B  Terms,”  https://www.dnb.com/Droduct/birqloss.htm. 
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Businesses  with  fewer  than  12  corporate  family  members,  including  businesses  with  a single  location, 
were  categorized  as  “independenf  ’ retail  establishments. 

3.  Limited  data  cleaning:  The  dataset  was  too  large  to  permit  verification  of  all  records.  Strategic 
Economics  conducted  a limited  assessment  of  the  data,  focusing  on  specific  business  types  (movie 
theaters,  coffee  shops,  pet  stores,  banks,  grocery  stores,  pharmacies,  and  wholesale  establishments"'). 
This  process  involved  searching  for  known  formula  and  independent  retail  establishments,  as 
identified  using  Internet  store  locators.  Yelp,  and  other  websites,  in  order  to  verify  the  NAICS  code, 
number  of  branches,  and  locations  of  establishments.  Following  this  assessment.  Strategic  Economics 
made  limited  corrections  to  the  data,  including  changing  inaccurate  NAICS  codes  (for  example,  re- 
categorizing retail  grocery  stores  with  wholesale  NAICS  codes)  and  reclassifying  businesses  that 
were  incorrectly  identified  as  either  formula  or  independent  based  on  the  number  of  corporate  family 
members  listed  in  the  D&B  database.  In  order  to  maintain  consistency  across  the  dataset.  Strategic 
Economics  did  not  add  establishments  that  were  missing  from  the  data  or  remove  closed 
establishments,  businesses  with  incorrect  addresses,  or  duplicate  locations. 

Interpreting  the  Analysis 

In  general,  the  analysis  is  limited  by  the  information  available  in  the  D&B  dataset  and  the  quality  of  the 

data,  which  has  not  been  independently  verified.  The  data  shown  throughout  this  report  have  been 

aggregated  in  order  to  ensure  that  the  results  are  robust."^  Nevertheless,  the  results  should  be  interpreted 

with  the  understanding  that  the  analysis  has  some  limitations,  including  the  following; 

• The  methodology  used  to  identify  formula  retail  does  not  exactly  match  the  City’s  definition  of 
formula  retail.  Strategic  Economics  used  the  industry  codes that  D&B  provides  for  each 
establishment  in  the  dataset  to  identify  types  of  businesses  that  would  most  likely  be  subject  to  the 
definition  of  formula  retail  in  the  Planning  Code.  These  codes  approximate,  but  do  not  exactly 
correspond  to,  the  specific  retail  uses  subject  to  the  definition  of  formula  retail  under  the  Planning 
Code.  In  addition,  the  analysis  relied  on  the  number  of  global  corporate  family  members  (including 
chains  and  subsidiaries)  as  a proxy  for  formula  status,  the  only  such  indicator  available.  In  contrast, 
the  definition  of  formula  retail  in  the  Planning  Code  only  includes  establishments  located  in  the 
United  States  and  is  based  on  standardized  branding,  signage,  and  other  aesthetic  factors,  irrespective 
of  ownership. 

• The  data  are  static.  All  results  are  from  D&B’s  2012  dataset.  Although  the  City  has  purchased  D&B 
data  going  back  to  2004  for  other  purposes,  the  number  of  global  corporate  family  members  - the 
data  field  that  served  as  the  basis  for  identifying  formula  retail  establishments  - is  not  available  in 
most  previous  years. 

• Data  on  individual  businesses  (including  industry,  number  of  employees,  and  square  footage) 
are  largely  self-reported  and/or  modeled  by  D&B,  and  have  not  been  independently  verified.  In 

addition,  some  types  of  data  (e.g.,  annual  sales,  year  opened)  are  only  available  for  a limited  number 
of  businesses  in  the  dataset;  this  analysis  only  used  variables  for  which  data  were  available  for  most 
establishments. 

• Not  all  businesses  are  included  in  the  dataset,  and  businesses  that  close  or  relocate  may  not  be 
removed.  Although  the  D&B  is  commonly  considered  the  best  commercial  source  of  business  data, 
the  dataset  is  missing  some  businesses  and  includes  others  that  are  closed  or  have  relocated,  as  well  as 
some  duplicate  locations. 


A number  of  retail  establishments  were  miscategorized  as  Wholesale  Trade  (NAICS  code  42). 

For  example,  findings  based  on  fewer  than  20  establishments  were  considered  unreliable  and  are  not  shown. 
The  North  American  Industry  Classification  System  (NAICS)  is  the  standard  code  system  used  by  federal 
statistical  agencies  for  classifying  business  establishments. 
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Figure  A-1.  North  American  Industry  Classification  System  Codes  Included  in  Definition  of  Retail,  by 


Use  Type 

NAICS 

Code Description Use  Type 

441310  Automotive  Parts  & Accessories  Stores  Stores 

442110  Furniture  Stores  Stores 

442210  Floor  Covering  Stores  Stores 

442291  Window  Treatment  Stores  Stores 

442299  All  Other  Home  Furnishings  Stores  Stores 

4431 1 1 Household  Appliance  Stores  Stores 

443112  Radio,  Television,  & Other  Electronics  Stores  Stores 

443120  Computer  & Software  Stores  Stores 

443130  Camera  & Photographic  Supplies  Stores  Stores 

444110  Home  Centers  Stores 

444120  Paints  Wallpaper  Stores  Stores 

444130  Hardware  Stores  Stores 

444190  Other  Building  Material  Dealers  Stores 

444210  Outdoor  Power  Equipment  Stores  Stores 

444220  Nursery,  Garden  Center,  & Farm  Supply  Stores  Stores 

445110  Supermarkets  & Other  Grocery  (except  Convenience)  Stores  Stores 

445120  Convenience  Stores  Stores 

445210  Meat  Markets  Stores 

445220  Fish  & Seafood  Markets  Stores 

445230  Fruit  & Vegetable  Markets  Stores 

445291  Baked  Goods  Stores  Stores 

445292  Confectionery  & Nut  Stores  Stores 

445299  All  Other  Specialty  Food  Stores  Stores 

445310  Beer,  Wine,  & Liquor  Stores  Stores 

446110  Pharmacies  & Drug  Stores  Stores 

446120  Cosmetics,  Beauty  Supplies,  & Perfume  Stores  Stores 

446130  Optical  Goods  Stores  Stores 

446191  Food  (Health)  Supplement  Stores  Stores 

446199  All  Other  Health  & Personal  Care  Stores  Stores 

448110  Men's  Clothing  Stores  Stores 

448120  Women's  Clothing  Stores  Stores 

448130  Children's  & Infants' Clothing  Stores  Stores 

448140  Family  Clothing  Stores  Stores 

448150  Clothing  Accessories  Stores  Stores 

448190  Other  Clothing  Stores  Stores 

448210  Shoe  Stores  Stores 

448310  Jewelry  Stores  Stores 

448320  Luggage  & Leather  Goods  Stores  Stores 

451110  Sporting  Goods  Stores  Stores 

451120  Hobby,  Toy,  & Game  Stores  Stores 

451130  Sewing,  Needlework,  & Piece  Goods  Stores  Stores 

451140  Musical  Instrument  & Supplies  Stores  Stores 

451211  Bookstores  Stores 

451212  News  Dealers  & Newsstands  Stores 

451220  Prerecorded  Tape,  Compact  Disc,  & Record  Stores  Stores 

4521 1 1 Department  Stores  (except  Discount  Department  Stores)  Stores 

452112  Discount  Department  Stores  Stores 

452910  Warehouse  Clubs  & Supercenters  Stores 

452990  All  Other  General  Merchandise  Stores  Stores 

453110  Florists  Stores 

453210  Office  Supplies  & Stationery  Stores  Stores 

453220  Gift,  Novelty,  & Souvenir  Stores  Stores 

453310  Used  Merchandise  Stores  Stores 

453910  Pet  & Pet  Supplies  Stores  Stores 

453920  Art  Dealers  Stores 
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NAICS 

Code 

Description 

Use  Type 

453930 

Manufactured  (Mobile)  Home  Dealers 

Stores 

453991 

Tobacco  Stores 

All  Other  Miscellaneous  Store  Retailers  (except  Tobacco 

Stores 

453998 

Stores) 

Stores 

512131 

Motion  Picture  Theaters  (except  Drive-Ins) 

Movie  Theaters  and  Arcades  (a) 

512132 

Drive-In  Motion  Picture  Theaters 

Movie  Theaters  and  Arcades  (a) 

722110 

Full-Service  Restaurants 

Restaurants,  Bars,  Cafes 

722211 

Limited-Service  Restaurants 

Restaurants,  Bars,  Cafes 

722212 

Cafeterias 

Restaurants,  Bars,  Cafes 

722213 

Snack  & Nonalcoholic  Beverage  Bars 

Restaurants,  Bars,  Cafes 

722330 

Mobile  Food  Services 

Restaurants,  Bars,  Cafes 

722410 

Drinking  Places  (Alcoholic  Beverages) 

Restaurants,  Bars,  Cafes 

323114 

Quick  Printing 

Retail  Services 

812310 

Coin-Operated  Laundries  & Drycleaners 

Retail  Services 

812320 

Drycleaning  & Laundry  Services  (except  Coin-Operated) 

Retail  Services 

812910 

Pet  Care  (except  Veterinary)  Services 

Retail  Services 

812921 

Photofinishing  Laboratories  (except  One-Hour) 

Retail  Services 

238350 

Finish  Carpentry  Contractors 

Trade  Shops  (a) 

323110 

Commercial  Lithographic  Printing 

Trade  Shops  (a) 

323111 

Commercial  Gravure  Printing 

Trade  Shops  (a) 

323113 

Commercial  Screen  Printing 

Trade  Shops  (a) 

323116 

Manifold  Business  Forms  Printing 

Trade  Shops  (a) 

323117 

Books  Printing 

Trade  Shops  (a) 

323118 

Blankbook,  Looseleaf  Binders,  & Devices  Manufacturing 

Trade  Shops  (a) 

323119 

Other  Commercial  Printing 

Trade  Shops  (a) 

323121 

Tradebinding  & Related  Work 

Trade  Shops  (a) 

323122 

Prepress  Services 

Trade  Shops  (a) 

811411 

Home  & Garden  Equipment  Repair  & Maintenance 

Trade  Shops  (a) 

811412 

Appliance  Repair  & Maintenance 

Trade  Shops  (a) 

811420 

Reupholstery  & Furniture  Repair 

Trade  Shops  (a) 

811430 

Footwear  & Leather  Goods  Repair 

Trade  Shops  (a) 

811490 

Other  Personal  & Household  Goods  Repair  & Maintenance 

Trade  Shops  (a) 

Banks,  Credit  Unions,  Savings 

522110 

Commercial  Banking 

& Loans 

Banks,  Credit  Unions,  Savings 

522120 

Savings  Institutions 

& Loans 

Banks,  Credit  Unions,  Savings 

522130 

Credit  Unions 

& Loans 

713120 

Amusement  Arcades 

Movie  Theaters  and  Arcades  (a) 

(a)  Trade  shops  (in  the  Taraval,  Noriega,  and  Irving  Street  NCDs),  movie  theaters,  and  arcades  were  also  initially  included  in  the 
definition  of  “retail,”  as  these  uses  are  subject  to  the  definition  of  formula  retail  in  the  Planning  Code.  However,  the  analysis 
identified  no  trade  shops  (in  the  relevant  NCDs)  or  arcades  that  could  be  considered  formula  retail,  and  the  number  of  movie 
theaters  in  the  database  was  too  small  (fewer  than  20)  to  draw  any  meaningful  conclusions.  Therefore,  these  uses  have  been 
excluded  from  the  analysis. 

Acronyms: 

NAICS:  North  American  Industry  Classification  System 
Source:  Strategic  Economics,  2014. 
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APPENDIX  B.  SAN  FRANCISCO’S  USE  SIZE  CONTROLS 

The  following  tables  provide  information  on  the  use  size  limitations  in  San  Francisco’s  neighborhood 
commercial  districts  (Figure  B-1)  and  other  commercial  districts  (Figure  B-2),  and  on  the  City’s 
conditional  use  requirements  for  large-scale  retail  (Figure  B-3). 


Figure  B-1.  Article  7 Zoning  Districts  - 

- Use  Size  Limitations 

Zoning  District 

Use  Size  Limit  (a) 

North  Beach  NCD 

2,000  square  feet 

Nonresidential  uses  over  4,000sqft  not  permitted,  except  for  Movie 
Theater 

Castro  Street  NCD 

2,000  square  feet 

Nonresidential  uses  over  4,000sqft  not  permitted,  except  certain  Large 
Institutions  as  defined  in  Sec.  715.21. 

' Pacific  Avenue  NCD 

2,000  square  feet 

Inner  Clement  Street  NCD 

Inner  Sunset  NCD 

Outer  Clement  Street  NCD 

Upper  Fillmore  Street  NCD 

Haight  Street  NCD 

Polk  Street  NCD 

Sacramento  Street  NCD 

Union  Street  NCD 

24^  Street-Mission  NCT 

24**^  Street- Noe  Valley  NCD 

2,500  square  feet 

West  Portal  Avenue  NCD 

NC-1,  NCT-1 

Broadway 

2,500  square  feet 

Nonresidential  uses  over  4,000sqft  not  permitted 

Hayes-Gough  NCT 

Upper  Market  Street  NCD 

Upper  Market  Street  NCT 

Valencia  Street  NCD 

3,000  square  feet 

NC-2,  NCT-2 

SoMa  NCT 

Ocean  Avenue  NCT 

Glen  Park  NCT 

Folsom  Street  NCD 

Noriega  Street  NCD 

Taraval  Street  NCD 

Judah  Street  NCD 

Irving  Street  NCD 

3,500  square  feet 

NC-3,  NCT-3,  Mission  Street 

NC-S 

Excelsior-Outer  Mission  NCD 

6,000  square  feet 

(a)  Use  size  indicated  is  principally  permitted.  Use  sizes  greater  than  those  indicated  require  a Conditional  Use  authorization  from 
the  Planning  Commission  unless  otherwise  prohibited. 

Source:  San  Francisco  Planning  Code,  Section  121.2. 
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Fi^re  B-2.  Article  8 Zoning  Districts  - 

Use  Size 

Zoning  District  (Planning  Code  Section) 

Use  Size  Restrictions  (Square  Feet) 

Chinatown  Visitor  Retail  (811. 1) 

P up  to  2500 

C for  2501 -5000 

Restaurants  up  to  5000  P 

Chinatown  Residential  NCD  (812.1) 

P up  to  2500 

C 2501  - 4000 

RED  (813) 

No  retail 

South  Park  (814) 

Retail  up  to  5000/lot 

C for  5000  bar  or  liquor  store 

SLR  (816) 

No  use  size  limitations 

SLl  (817) 

Financial  services  up  to  4000  and  other  criteria 

Rincon  Hill  Res  MU  (827) 

P up  to  25,000 

C Above 

No  individual  ground  floor  tenant  may  occupy  more  than  75'  of  frontage 
for  a depth  of  25’  on  Folsom  Street 

South  Beach  Downtown  Res  (829) 

P up  to  25,000 

C Above 

MUG  (840) 

All  Retail:  P up  to  25,000/lot; 

Above  25,000  permitted  if  the  ratio  of  other  permitted  uses  to  retail  is  at 
least  3:1 

Formula  Retail:  C subject  to  use  size  of  retail 

MUR  (841) 

Formula  Retail  permitted,  no  use  size  restrictions 

MUO  (842) 

All  Retail;  P up  to  25,000/lot 

UMU  (843) 

All  Retail;  P up  to  25,000/lot;  above  25,000/lot  permitted  if  ratio  of  other 
permitted  uses  to  retail  is  at  least  3:1. 

P up  to  3999  per  use,  C over  4000  per  use 

WMUG  (844) 

P up  to  10,000/lot;  Above  not  permitted;  C for  Formula  Retail 

WMUO  (845) 

P up  to  10,000/lot;  C up  to  25,000;  above  not  permitted 

Formula  Retail:  C up  to  25,000;  not  permitted  above 

SALI  (846) 

Retail:  P up  to  10,000/lot;  C up  to  25,000;  above  not  permitted 

Formula  Retail:  C up  to  25,000/lot;  above  not  permitted 

Red=MX  (847) 

Retail  and  Formula  Retail  not  permitted  - except  with  C in  a Historic 
Building;  Limited  Restaurants  and  Restaurants  are  P up  to  1250/lot 
area,  C above  and  not  permitted  if  in  excess  of  1 FAR; 

Acronyms: 

P = Principally  Permitted 
C = Conditional  Use  Authorization  required 
FAR  = Floor  Area  Ratio 

Source;  San  Francisco  Planning  Code,  Article  8. 
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Figure  B-3.  Lar^e  Scale  Retail  Use  Conditional  Use  Requirements 


Single  Retail  Use  Size 

Conditional  Use  Requirements 

Over  50,000  gsf 

Requires  Conditional  Use  authorization  in  all  but  the  C-3  Zoning  District 

Over  90,000  gsf 

Requires  Conditional  Use  authorization  in  C-3  Zoning  District,  unless  already  prohibited 

Over  120,000  gsf 

Prohibited  in  all  but  the  C-3  Zoning  District 

Over  120,000  gsf  AND 
sells  groceries,  contains 
more  than  20,000 

Stockpiling  Units  (SKUs); 
and  devotes  more  than  5% 
of  its  total  sales  floor  area 
to  the  sale  of  non-taxable 
merchandise 

Prohibited  in  all  Zoning  Districts 

Acronyms: 

Gsf  = Gross  Square  Feet 

Source:  San  Francisco  Planning  Code,  Section  121.6. 
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APPENDIX  C:  DEFINITIONS  OF  LAND  USES  INCLUDED  IN 
SUPERVISOR  ERIC  MAR’S  PROPOSED  LEGISLATION 

An  ordinance  proposed  by  Supervisor  Eric  Mar  would,  among  other  changes,  add  the  following  land  uses 
to  the  definition  of  formula  retail  in  the  San  Francisco  Planning  Code. 


Figure  C-1.  Land  Uses  Included  in  Supervisor  Eric  Mar's  Proposed  Legislation:  Definitions 


Land  Use 

Definition  (Excerpted  from  San  Francisco  Planning  Code) 

Ambulance  Service 

A retail  use  which  provides  medically  related  transportation  services. 

Animal  Hospital 

A retail  use  which  provides  medical  care  and  accessory  boarding  services  for  animals,  not 
including  a commercial  kennel.... 

Automobile  Parking 

A use  which  provides  temporary  parking  accommodations  for  private  vehicles  whether 
conducted  within  a garage  or  on  an  open  lot,  excluding  accessory  parking. ..and  community 
residential  parking.... 

Automobile  Sale  or 
Rental 

A retail  use  which  provides  vehicle  sales  or  rentals  whether  conducted  within  a building  or 
on  an  open  lot. 

Automotive  Gas 
Station 

A retail  automotive  service  use  which  provides  motor  fuels,  lubricating  oils,  air,  and  water 
directly  into  motor  vehicles  and  without  providing  automotive  repair  services,  including  self- 
service  operations  which  sell  motor  fuel  only. 

Automotive  Service 
Station  and 
Automotive  Repair 

Service  Station;  A retail  automotive  service  use  which  provides  motor  fuels  and  lubricating 
oils  directly  into  motor  vehicles  and  minor  auto  repairs; 

Repair:  A retail  automotive  service  use  which  provides  any  of  the  following  automotive 
repair  services  when  conducted  within  an  enclosed  building  having  no  openings.... 

Automotive  Wash 

A retail  automotive  service  use  which  provides  cleaning  and  polishing  of  motor  vehicles... . 

Entertainment,  Adult 

A retail  use  which  includes  the  following:  adult  bookstore. ..adult  theater.. .and  encounter 
studio.... 

Entertainment,  Other 

A retail  use,  other  than  adult  entertainment.. .which  provides  live  entertainment,  including 
dramatic  and  musical  performances,  and/or  provides  amplified  taped  music  for  dancing  on 
the  premises,  including  but  not  limited  to  Places  of  Entertainment  and  Limited  Live 
Performance  Locales,  as  defined  in  Section  1060  of  the  Police  Code,  and  which  is 
adequately  soundproofed  or  insulated  so  as  to  confine  incidental  noise  to  the  premises. 

Other  entertainment  also  includes  a bowling  alley,  billiard  parlor,  shooting  gallery,  skating 
rink  and  other  commercial  recreational  activity,  but  it  excludes  amusement  game  arcades, 
as  defined  in  Section  790.4  of  [the  Planning]  Code  and  regulated  in  Section  1036  of  the 

Police  Code. 

Gift  Store  Tourist 
Oriented 

A retail  use  which  involves  the  marketing  of  small  art  goods,  gifts,  souvenirs,  curios, 
novelties  to  the  public,  particularly  those  who  are  visitors  to  San  Francisco  rather  than  local 
residents. 

Hotel,  Tourist 

A retail  use  which  provides  tourist  accommodations,  including  guest  rooms  or  suites,  which 
are  intended  or  designed  to  be  used,  rented,  or  hired  out  to  guests  (transient  visitors) 
intending  to  occupy  the  room  for  less  than  32  consecutive  days. 

Jewelry  Store 

A retail  use  which  primarily  involves  the  sale  of  jewelry  to  the  general  public. 

Large-Scale  Urban 
Agriculture 

The  use  of  land  for  the  production  of  food  or  horticultural  crops  to  be  harvested,  sold,  or 
donated  that  occur:  (1)  on  a plot  of  land  1 acre  or  larger  or  (2)  on  smaller  parcels  that 
cannot  meet  the  physical  and  operational  standards  for  Neighborhood  Agriculture. 

Light  Manufacturing, 
Wholesale  Sales 

Light  Manufacturing:  A nonretail  use  which  provides  for  the  fabrication  or  production  of 
goods,  by  hand  or  machinery,  for  distribution  to  retailers  or  wholesalers  for  resale  off  the 
premises,  primarily  involving  the  assembly,  packaging,  repairing,  or  processing  of 
previously  prepared  materials.... 

Wholesale  Sales:  A nonretail  use  which  exclusively  provides  goods  or  commodities  for 
resale  or  business  use,  including  accessory  storage.... 
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Land  Use 

Definition  (Excerpted  from  San  Francisco  Planning  Code) 

Neighborhood 

Agriculture 

A use  that  occupies  less  than  1 acre  for  the  production  of  food  or  horticultural  crops  to  be 
harvested,  sold,  or  donated  and  comply  with  the  controls  and  standards  herein.  The  use 
includes,  but  is  not  limited  to,  home,  kitchen,  and  roof  gardens.  Farms  that  qualify  as 
Neighborhood  Agricultural  use  may  include,  but  are  not  limited  to,  community  gardens, 
community-supported  agriculture,  market  gardens,  and  private  farms. 

Service  Limited, 
Financial 

A retail  use  which  provides  banking  services,  when  not  occupying  more  than  15  feet  of 
linear  frontage  or  200  square  feet  of  gross  floor  area. 

Service,  Personal 
and  Massage 
Establishment 

Personal  Service:  A retail  use  which  provides  grooming  services  to  the  individual,  including 
salons,  cosmetic  services,  tattoo  parlors,  and  health  spas,  or  instructional  services  not 
certified  by  the  State  Educational  Agency,  such  as  art,  dance,  exercise,  martial  arts,  and 
music  classes. 

Massage  Establishment:  Massage  establishments  are  defined  by  Section  1900  of  the  San 
Francisco  Health  Code.  The  massage  establishment  shall  first  obtain  a permit  from  the 
Department  of  Public  Health  pursuant  to  Section  1908  of  the  San  Francisco  Health  Code. 
Massage  establishments  shall  generally  be  subject  to  Conditional  Use  authorization. 

Storage 

A retail  use  which  stores  within  an  enclosed  building  household  goods  or  goods  and 
materials  used  by  other  businesses  at  other  locations,  but  which  does  not  store  junk,  waste, 
salvaged  materials,  automobiles,  inflammable  or  highly  combustible  materials,  or  wholesale 
goods  or  commodities.  It  shall  include  self-storage  facilities  for  household  goods. 

Tobacco 

Paraphernalia 

Establishments 

Retail  uses  where  Tobacco  Paraphernalia  is  sold,  distributed,  delivered,  furnished  or 
marketed  from  one  person  to  another. 

Trade  Shop 

A retail  use  which  provides  custom  crafted  goods  and/or  services  for  sale  directly  to  the 
consumer,  reserving  some  storefront  space  for  display  and  retail  service  for  the  goods 
being  produced  on  site.... 

Source;  San  Francisco  Planning  Code,  Sections  790  and  890,  February  2014. 


Formula  Retail  Phase  II  Report 


-127- 


April  10,  2014 


DRAFT 


APPENDIX  D.  DEMOGRAPHIC  AND  ECONOMIC  ANALYSIS 

This  appendix  provides  the  following  additional  maps  and  tables  created  as  part  of  the  subarea  analysis: 

• Map  of  total  existing  retail  establishments  (formula  and  independent)  per  square  mile  (Figure  D- 

1) 

• Map  of  total  existing  formula  retail  establishments  per  square  mile  (Figure  D-2) 

• Map  of  population  density  by  Census  Tract  (Figure  D-3) 

• Table  summarizing  population  and  household  density  by  geographic  subarea  (Figure  D-4) 

• Map  of  employment  density  by  Census  Block  (Figure  D-5) 

• Table  summarizing  employment  density  by  geographic  subarea  (Figure  D-6) 

• Map  of  average  household  income  by  Census  Tract  (Figure  D-?)"'* 

• Map  of  households  earning  less  than  $20,000  a year  by  Census  Tract  (Figure  D-8) 

• Table  summarizing  household  incomes  by  geographic  subarea  (Figure  D-9) 

• Hotels  and  motels  by  subarea  (Figure  D-10) 

Note  that  in  the  map  of  average  household  income  (Figure  D-5),  darker  colors  indicate  higher-income 
areas;  in  the  map  of  households  earning  less  than  $20,000  a year  (Figure  D-6),  darker  colors  indicate 
higher  concentrations  of  low-income  households. 


Average  (mean)  household  income  rather  than  median  household  income  was  used  for  this  analysis  because  the 
former  indicator  more  closely  represents  residents’  buying  power. 
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Figure  D-2.  Existing  Formula  Retail  Establishments  per  Square  Mile,  2012 
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Figure  D-3.  Population  Density  by  Census  Tract,  2012 
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Figure  D-5.  Employment  Density  by  Census  Block,  2012 
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Figure  D-6.  Employment  Density  by  Subarea,  2012 
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Figure  D-7.  Average  Household  Income  by  Census  Tract,  2012 
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Figure  D-8.  Percent  of  Households  with  Household  Incomes  Below  $20,000  by  Census  Tract,  2012 
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Figure  D-9.  Household  Incomes  by  Subarea,  2012 
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Figure  D-10.  Hotels  and  Motels  by  Subarea,  2012 
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APPENDIX  E.  FOCUS  GROUP  PARTICIPANTS  AND 
INTERVIEWEES 

At  key  points  throughout  the  study,  the  analysis  was  presented  to  focus  groups  of  stakeholders.  Strategic 
Economics  also  interviewed  several  local  stakeholders  to  supplement  the  comments  provided  at  the  focus 
group  meetings.  Figure  E-1  provides  a list  of  participants  from  the  first  round  of  focus  groups  in  January. 
Figure  E-2  lists  additional  stakeholders  who  were  interviewed  for  the  analysis. 


Figure  E-1.  January  Focus  Group  Participants 


Name 

Affiliation 

DeeDee  Workman 

SF  Chamber 

Ben  Lazzareschi 

CBRE  (Commercial  Realtors) 

Margo  Schaub 

Gap 

Amy  Cohen 

OEWD 

Jordan  Klein 

OEWD 

Nick  Pagoulatos 

Supervisor  Mar's  Office 

Vinny  Eng 

Tartine  Bakery 

Evette  Davis 

CVS/BergDavis  Public  Affairs 

Roy  Chan 

CCDC 

Tracy  Everwine 

Central  Market  CBD 

Hut  Landon 

SF  LOMA 

Christin  Evans 

Haight  Ashbury  Merchant  Group 

President  Fong 

Planning  Commission 

Commissioner  Borden 

Planning  Commission 

Commissioner  Moore 

Planning  Commission 

Regina  Dick-Endrizzi 

Small  Business  Commission  Staff 

Pamela  Mendelsohn 

Colliers 

Debbie  Kartiganer 

Safeway 

Tom  Rocca 

7 Hills  Development 

Lesley  Lionhardt 

Union  Street  Merchants 

Danny  Yadegar 

DTNA 

Commissioner  Dooley 

Small  Business  Commission 

Paul  Warmer 

Paul  Warmer 

Christian  Murdock 

Small  Business  Commission  Staff 

llene  Dick 

BOMA 
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Figure  E-2.  Additional  Interviewees 


Name 

Affilitation 

David  Blatteis 

Blatteis  Realty  Co.,  Inc. 

David  Fishbein 

Runyon  Group 

David  Heller 

Greater  Geary  Merchants  Association 

Ben  Lazzareschi 

CBRE 

Ross  Portugeis 

Colliers  International 

Thomas  Reynolds 

Fillmore  Merchants  Association 

Julie  Taylor 

Cornish  & Carey  Commercial  Newmark  Knight  Frank 

Dan  Weaver 

Ocean  Avenue  Association 

Chris  Wright 

Planning  Association  for  the  Richmond 
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Small  Business  Commission 
Office  of  Small  Business 


City  and  County  of  San  Francisco 
Edwin  M.  Lee,  Mayor 


MEMORANDUM 
April  30,  2014 

Subj:  Draft  Small  Business  Commission  Response  to  Planning  Department’s  “San  Francisco 
Formula  Retail  Economic  Analysis” 

Dear  Commissioners; 

At  the  Commission’s  regular  meeting  of  April  28,  2014,  it  discussed  many  formula  retail  policy  topics 
contained  in  my  memorandum  from  April  23.  Time  limitations  prevented  the  Commission  from  considering 
all  points  listed,  and  it  indicated  its  desire  to  continue  the  discussion  at  the  regular  meeting  of  May  5.  In  the 
interim,  I have  strived  in  this  memorandum  to  craft  draft  language  for  a Commission  response  to  the  Planning 
Department’s  “San  Francisco  Formula  Retail  Economic  Analysis”  for  transmittal  to  the  Planning  Commission. 
Though  incomplete,  this  Commission’s  April  28  discussion  provided  a general  framework  and  specific 
direction  on  several  matters  that  enable  the  development  of  a draft  statement.  The  dialogue  at  the  upcoming 
meeting  on  May  5 will  be  instrumental  in  completing  the  letter  and  finahzing  the  Commission’s  response. 

It  is  important  for  the  Commission  to  act  soon  as  the  Planning  Commission  is  expected  to  consider  formal 
policy  recommendations  to  the  Board  of  Supervisors  as  soon  as  May  22.  The  Planning  Commission’s 
recommendations  are  likely  to  significantly  influence  the  amendments  to  the  City’s  formula  retail  policies  that 
the  Board  of  Supervisors  (BOS)  will  consider  in  the  coming  months.  Whatever  amendments  the  BOS  adopts 
are  sure  to  impact  small  businesses  for  many  years  to  come,  and  as  a result,  I look  forward  to  a vigorous 
dialogue  on  the  statements  made  below. 

BEGIN  DRAFT  TEXT 

Dear  President  Wu: 

The  Small  Business  Commission  conducted  detailed  discussions  of  the  Planning  Department’s  “San 
Francisco  Formula  Retail  Economic  Analysis”  at  its  regular  meetings  on  April  28  and  May  5, 2014.  The 
Commission  is  grateful  to  have  had  the  expert  assistance  of  Kanishka  Bums  to  guide  it  through  the 
analysis  during  one  meeting,  and  is  further  grateful  to  have  had  the  benefit  of  AnMarie  Rodgers’s 
experience  during  the  several  Formula  Retail  Working  Group  sessions  attended  by  commissioners  and 
Office  of  Small  Business  staff.  With  their  guidance,  the  Commission  reached  consensus  on  many 
specific  policy  topics  presented  in  the  Analysis  or  otherwise  known  to  be  under  consideration  in  the 
various  pending  legislative  proposals  to  amend  FR  controls. 

You  are  surely  aware  of  the  Commission’s  interest  in  formula  retail  (FR)  regulations  and  their  direct  or 
indirect  impacts  on  small  businesses.  It  is  from  this  position  of  great  interest  that  the  Commission  offers 
its  recommendations  on  many  specific  and  a few  general  matters  relating  to  potential  amendments  to  FR 
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controls.  Wherever  possible,  the  Commission  has  attempted  to  inform  its  recommendation  with  the 
quantitative  and  qualitative  findings  of  the  Formula  Retail  Economic  Analysis.  It  is  the  Commission’s 
belief  that  this  reform  effort  will  be  most  successful  if  based  on  data  rather  than  preconceived  notions  or 
unsubstantiated  claims.  I thank  you  in  advance  for  your  serious  consideration  of  the  Small  Business 
Commission’s  positions  as  communicated  in  this  letter. 

Formula  Retail  Controls  - Overall 

Generally,  the  Commission  agreed  that  existing  controls  were  functioning  as  designed  and  allowing  for 
substantial  community  input  into  the  decision  making  process  of  whether  to  grant  a conditional  use  (CU) 
authorization.  The  relatively  low  prevalence  of  FR  uses  in  most  areas  of  the  City  when  compared  to 
national  statistics  is  suggestive  of  the  efficacy  of  the  controls.  Thus,  the  Commission  perceived  little 
need  to  dramatically  reform  existing  FR  controls  at  this  time. 


Formula  Retail  Controls  — Conditional  Use  Authorization  Process 

Despite  the  generally  well-functioning  FR  controls  in  place  currently,  the  Commission  observed  another 
statistic  suggesting  the  CU  review  process  continues  to  be  problematic  for  many  business  types,  including 
formula  retailers.  The  Analysis  found  the  typical  timefi-ame  for  CU  review  of  FR  uses  ranging  fi-om  6 to 
12  months,  and  associated  costs  reaching  into  the  tens  of  thousands  of  dollars.  Such  protracted  review, 
when  compared  to  relatively  high  approval  rates  upwards  of  75  percent,  indicate  a CU  review  process 
that  can  function  more  quickly  with  little  chance  of  detriment  to  community  character. 

Formula  retail  applicants  should  be  afforded  the  opportunity  to  request  review  imder  a process  similar  to 
that  of  the  Planning  Commission’s  Small  Business  Priority  Processing  Pilot  Program  (“SB4P”). 
Reviewing  FR  applications  under  such  a process  would  expedite  reviews  for  those  uses  a neighborhood 
deems  desirable,  while  reserving  the  greatest  scrutiny  for  controversial  applications.  Under  an  SB4P-type 
process,  applicants  that  have  satisfied  neighborhood  concerns  would  shave  months  fi'om  their  entitlement 
review  timeline,  while  neighborhoods  would  reserve  the  opportunity  to  oppose  an  FR  application  and 
request  a full  review  by  the  Planning  Commission.  To  safeguard  against  frivolous  requests  for  full 
review,  the  Planning  Commission  should  consider  establishing  a minimum  threshold  for  the  number  of 
appellants,  possibly  related  to  a proportion  of  population  or  to  the  number  of  parcels  within  a certain 
distance.  The  process  should  remain  accessible  for  the  community,  but  not  prone  to  abuse. 

Should  it  prove  undesirable  or  infeasible  to  allow  all  FR  applications  to  proceed  imder  an  expedited 
process,  then  the  procedure  should  at  a minimum  apply  to  the  subset  of  applications  for  like-to-like  FR 
uses  triggered  by  a change  in  business  name  or  owmership  that  currently  must  undergo  the  full  CU 

process. 


Worldwide  Locations 

The  Commission  determined  that  worldwide  locations  should  be  considered  in  the  calculation  of  1 1 or 
more  establishments  used  to  determine  whether  a business  is  subject  to  FR  controls.  While  the  report 
suggested  this  could  impact  as  few  as  10  percent  of  formula  retailers,  it  is  a sensible  application  of  the 
regulations  used  to  identify  branded  entities  with  formulaic  characteristics,  especially  in  a globally 
connected  city  such  as  San  Francisco. 


2 


SUBJ:  DRAFT  SMALL  BUSINESS  COMMISSION  RESPONSE  TO  PLANNINO 
DEPARTMENT’S  “SAN  FRANCISCO  FORMULA  RETAIL  ECONOMIC 
ANALYSIS”  (4/30/2014) 

Subsidiary  Ownership 

The  Commission  determined  that  subsidiaries  majority-owned  by  one  or  more  parent  entities  that  would 
themselves  be  subject  to  FR  controls  should  be  subject  to  same.  Again,  while  the  report  identified  3 
percent  of  FR  establishments  that  would  be  impacted  by  such  a change,  it  is  a reasonable  extension  of  the 
regulations  to  prevent  evasion  of  FR  controls.  Subsidiary  businesses  that  are  sufficiently  unique  from 
their  parent  entities  and  that  do  not  exhibit  two  or  more  standardized  features  common  with  1 1 or  more 
other  locations  would  remain  exempt  from  FR  controls,  regardless  of  their  parent  ownership. 


Expanding  Controls  to  Additional  Service  Uses 

The  Commission  determined  that  the  FR  definition  should  include  an  expanded  list  of  personal  service, 
business  service,  and  medical  service  uses.  A primary  focus  of  the  FR  controls  in  place  currently  is  to 
retain  “distinct  neighborhood  retailing  personalities”  while  minimizing  “standardized  architecture,  color 
schemes,  decor  and  signage  . . . that  can  detract  fi-om  the  distinctive  character”  of  neighborhoods.  To  the 
extent  this  focus  continues  to  be  relevant,  service  uses  must  be  included. 

The  Analysis  cautions  that  expanding  FR  controls  to  include  more  service  uses  may  exacerbate  vacancy 
rates  in  neighborhoods  where  services  are  playing  an  increasingly  important  role.  The  Commission 
disagrees  with  this  contention  as  other  findings  in  the  report  suggest  that  rents  and  vacancy  rates  are  more 
closely  correlated  to  overall  macroeconomic  conditions.  Furthermore,  the  Commission  believes  that 
distinct  neighborhood  architecture  and  unique  retail  and  service  offerings  provide  the  greatest  chance  for 
long-term  commercial  corridor  viability. 


Concentration 

The  Commission  believes  that  controls  relating  to  density,  concentration,  and/or  distance  between  FR 
uses  should  be  set  within  specific  NCD  zoning  districts,  not  in  a citywide  standard.  The  Analysis 
suggests  that  development  patterns,  population  density,  and  other  unique  neighborhood  characteristics 
make  application  of  a uniform  density  standard  problematic.  The  Commission  agrees  with  this  assertion. 
It  also  interprets  the  report’s  findings  that  clustering  of  FR  uses  within  a merchant  corridor  makes 
locating  there  more  attractive  to  other  formula  retailers.  Thus,  adjusting  controls  to  reduce  the  density  of 
FR  in  a corridor  may  reduce  future  pressure  fi'om  additional  formula  retailers. 


The  Commission  acknowledges  that  the  Analysis  was  designed  to  assess  only  the  current  extent  of  FR  in 
San  Francisco  and  the  impacts  of  the  City’s  existing  FR  controls.  In  the  pursuit  of  that  goal,  its  authors 
proved  relatively  successful.  In  addition  to  the  topics  presented  above  that  have  recently  been  the  subject 
of  discussion  among  the  Board  of  Supervisors  and  Planning  Commission,  the  Small  Business 
Commission  would  also  like  to  provide  some  suggestions  of  areas  for  future  study,  as  follows: 

Commercial  Lease  Provisions 

The  City  should  investigate  the  possibility  of  regulating  certain  provisions  of  leases  for  commercial  retail 
spaces.  Requirements  related  to  security  deposits,  letters  of  credit,  pre-paid  rent,  and  so-called  “key 
money”  deserve  special  attention.  The  Analysis  identified  some  evidence  that  landlords  are  requiring 
substantial  security  deposits,  letters  of  credit  for  6-12  months  rent,  and  additional  fees  before  agreeing  to 
leases.  All  of  these  factors  skew  in  favor  of  formula  retailers  to  the  disadvantage  of  independent 
businesses.  Perhaps  it  is  possible  to  amend  the  City’s  Administrative  Code  to  regulate  the  content  of 
leases  to  restore  a more  balanced  competitive  environment  for  businesses  of  all  sizes  and  to  remove 
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excessive  requirements  that  stifle  competition. 


New  Criterion  for  Formula  Retailers 

The  Analysis  describes  a well-known  trend  towards  online  retail  for  the  purchase  of  an  increasingly  broad 
array  of  goods.  Previously  restricted  to  so-called  “comparison”  goods,  online  retailers  have  recently 
begun  expansion  into  same-day  delivery  of  groceries  and  other  every  day  convenience  items.  Should  this 
trend  continue,  the  prevalence  of  retailers  in  neighborhood  commercial  districts  might  begin  to  diminish. 
In  their  place,  service  uses  - which  are  difficult  to  replicate  online  - may  play  a larger  role  in 
neighborhood  corridors. 

As  the  influence  of  online  retailers  with  large  sales  volumes  but  few  physical  locations  continues  to 
increase,  it  may  be  prudent  to  develop  a new  method  of  regulating  such  uses.  Since  their  adoption,  FR 
controls  have  evolved  beyond  a mere  mechanism  to  preserve  unique  neighborhood  aesthetics  into  a tool 
for  ensuring  a balanced  variety  of  goods  and  services  offered  by  businesses  of  all  sizes.  The  changing 
nature  of  neighborhood  retail  as  well  as  a shift  in  the  focus  of  FR  controls  may  require  a revised 
methodology  for  identifying  FR  uses. 

The  Planning  Department  has  previously  communicated  its  perceived  limitations  in  regulating  certain 
business  characteristics  via  land  use  controls.  It  is  believed  that  crafting  land  use  regulations  based  on 
business  revenue  or  net  income,  for  instance,  could  prove  challenging  due  to  limited  access  to  such 
information  and  unfamiliarity  of  Planning  Department  staff  with  business-centric  data.  Therefore,  any 
newly  developed  regime  for  FR  regulation  built  on  these  elements  may  be  best  situated  in  another  City 
agency. 

Future  analysis  should  be  conducted  to  inform  the  development  of  an  expanded  methodology  for  defining 
and  regulating  FR  uses.  The  Commission  foimd  itself  dissatisfied  with  the  adequacy  of  using  physical 
locations  as  the  primary  measure  of  a FR  business.  In  the  Commission’s  view,  an  online  business’s  fleet 
of  delivery  trucks  or  deployment  of  unmanned  merchandise  pickup  locations  are  equally  as  indicative  of 
a formula  retailer  as  are  physical  locations.  It  believed  there  are  additional  criteria  to  rely  upon  in  making 
a determination  of  FR  status,  but  lacked  sufficient  information  to  make  a recommendation  at  this  time. 

More  study  is  necessary  to  keep  pace  with  the  changing  dynamics  of  retail  as  the  influence  of  online 
businesses  increases.  An  effort  of  this  sort  would  benefit  from  being  relieved  of  the  particular  time 
constraints  impacting  the  current  evaluation  of  FR  controls. 

END  DRAFT  TEXT 


Commissioners,  in  addition  to  discussing  the  content  of  the  draft  response,  above,  I encourage  you  to  continue 
your  discussion  of  the  topics,  below,  that  were  not  covered  on  April  28. 

General  Criteria 


1)  Should  pharmacies,  grocery  stores,  banks,  and  other  uses  serving  residents’  daily  needs  be  exempted 
or  treated  differently  under  formula  retail  regulations?  (p.  4,  “What  goods  and  Services  Do  They 
Provide?”) 

a.  Are  these  uses  considered  so  desirable  or  essential  that  they  should  be  regulated  differently? 

b.  Are  independent  businesses  likely  to  fill  these  voids  sufficiently?  If  not,  does  it  make  sense 
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to  retain  them  in  this  classification? 


2)  Should  maximum  use  size  (i.e.  lease  space  size)  permitted  without  a CU  Authorization  be  reduced  to 
enhance  suitability  for  independent  retailers  and  to  reduce  suitability  for  formula  retailers?  (p.  3, 
“What  Do  They  Look  Like?”;  p.  6,  “While  it  might  be  ideal. . .”) 


Table  of  Current  Use  Size  Limits  without  CU  Authorization  (Planning  Code  Section  121.2) 


District 

Use  Size  Limits 

North  Beach 

2,000  sq.  ft. 

Castro  Street 

Pacific  Avenue 

Inner  Clement  Street 

2,500  sq.  ft. 

Inner  Sunset 

Outer  Clement  Street 

Upper  Fillmore  Street 

Haight  Street 

Polk  Street 

Sacramento  Street 

Union  Street 

24th  Street-Mission  NCT 

24th  Street-Noe  Valley 

West  Portal  Avenue 

NC-1,NCT-1 

3,000  sq.  ft. 

Broadway 

Hayes-Gough  NCT 

Upper  Market  Street 

Upper  Market  Street  NCT 

Valencia  Street 

NC-2,  NCT-2,  SoMa  NCT,  Ocean  Avenue 
NCT,  Glen  Park  NCT,  Folsom  Street 

4,000  sq.  ft. 

NC-3,  NCT-3,  Mission  Street 

6,000  sq.  ft. 

NC-S 

a.  The  analysis  shows  nearly  85  percent  of  formula  retailers  occupy  more  than  3,000  square  feet, 
while  80  percent  of  independent  retailers  occupy  3,000  square  feet  or  less.  While  not  solving 
the  problem,  reduced  use  size  limits  could  reduce  the  attractiveness  of  locating  FR 
establishments  in  neighborhood  commercial  districts. 

b.  Any  proposal  to  reduce  use  size  limits  should  probably  be  paired  with  a number  of  other 
proposals  to  assist  property  owners  with  reconfiguration  or  redevelopment  of  their  difficult  to 
lease  buildings: 


5 


SUBJ:  DRAFT  SMALL  BUSINESS  COMMISSION  RESPONSE  TO  PLANNING 
DEPARTMENT’S  “SAN  FRANCISCO  FORMULA  RETAIL  ECONOMIC 
ANALYSIS”  (4/30/2014) 


i.  Develop  an  expanded  city- wide  program  for  large  retail  spaces  in  NCDs  that 
provides  grants  or  other  assistance  to  obtain  qualified  architectural  expertise  to 
repurpose  buildings  with  odd  configurations.  For  those  buildings  that  truly  cannot  be 
reconfigured,  one  of  the  following  options  may  be  appropriate: 

1 . Provide  a housing  density  bonus  to  mixed-use  property  owners  that  commit 
to  redeveloping  their  properties  and  to  reserving  ground  floor  commercial 
space  in  suite  sizes  of  2,500  square  feet  or  less.  Redevelopment  under  these 
parameters  would  provide  right-size  space  for  independent  retailers  as  well 
as  provide  additional  housing  units. 

2.  Establish  a certification  process  for  buildings  deemed  truly  too  difficult  to 
reconfigure,  or  unsuitable  for  density  bonus  redevelopment,  to  allow  them  to 
retain  their  large  spaces.  Criteria  applied  to  review  these  properties  should 
be  very  restrictive. 


Conditional  Use  (CU)  Authorization  Criteria 

3)  Should  CU  criteria  be  amended  to  require  a new  CU  Authorization  when  applicants  expand  into  new 
product  lines  that  were  not  initially  considered  during  the  initial  review? 

a.  A common  example  is  that  of  a large  pharmacy  which  indicated  sales  of  medicine  and 

sundries  when  initially  reviewed,  but  that  has  since  expanded  into  selling  alcohol,  groceries, 
and  other  items  unrelated  to  those  originally  reviewed. 


Non-Land  Use  Considerations 

4)  Job  quality:  Are  there  enough  data  to  make  a meaningful  conclusion  on  the  quality  of  jobs  offered  by 
independent  and  formula  retailers? 

a.  What  additional  measures  of  job  quality  must  be  considered  in  such  an  analysis  to  allow  a 
proper  determination? 

b.  Should  job  quality  be  discounted  as  a key  factor  in  any  recommendations  until  additional 
study  is  completed? 


Staff  remains  available  to  assist  commissioners  as  they  delve  into  the  report  and  identify  new  questions. 
Please  direct  questions  to  me  by  phone  at  (415)  554-6407  or  by  e-mail  at  christian.murdock@,sfgov.org.  and  I 
will  field  them  with  the  appropriate  representative  of  the  Planning  Department. 


C.  Murdock 

Acting  Commission  Secretary 
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SMALL  BUSINESS  COMMISSION 
DRAFT  MEETING  MINUTES 


Monday,  May  5,  2014 
5:30  P.M. 

CITY  HALL,  ROOM  408 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 

GOVERNMENT 


SMALL  BUSINESS  COMMISSIONERS 

DOCUMbNmDbPI 

Stephen  Adams,  President 

JUN  2 0 2014 

Monetta  White,  Vice  President 

siqt'-i 

Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 

SAN  FRANCISCO 

Irene  Yee  Riley,  Paul  Tour-Sarkissian 

PUBLIC  bIBRARY 

1.  Call  to  order  and  roll  call. 

The  meeting  was  called  to  order  at  5:35  PM.  Commissioners  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Tour- 
Sarkissian,  and  White  were  present.  Commissioner  Yee  Riley  arrived  late  at  5:36  PM  during  consideration  of 
Item  2. 

2.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

3.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140098  [Initiative  Ordinance  - Business  and  Tax  Regulations  Code  - Tax  on  Sugar-Sweetened  Beverages  to 
Fund  Food  and  Health  Programs].  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140098  Legislative  Digest:  BOS  File  No.  140098: 

Supervisor  Scott  Wiener,  legislative  sponsor,  presented.  He  described  the  health  impacts  of  sugar-sweetened 
beverages,  including  increasing  rates  of  diabetes  among  youth.  He  also  explained  the  function  of  the  tax  and  the 
two-cent  per  ounce  tax  rate,  along  with  a list  of  exempted  drink  categories.  The  tax  will  not  apply  to  on-site 
mixed  drinks  - only  to  pre-packaged  beverages  and  fountain  soda  drinks.  This  tax  will  be  a special  tax,  meaning 
its  proceeds  must  be  used  for  a specific  purpose,  which  is  set  forth  in  the  legislation.  Forty  percent  of  proceeds 
will  go  to  the  San  Francisco  Unified  School  District  (SFUSD);  25%  to  the  City’s  Recreation  and  Park 
Department;  25%  to  the  Department  of  Public  Health;  and,  10%  to  community-based  organization  grant 
programs. 

Several  commissioners  asked  questions  of  the  presenter: 

Commissioner  Dwight  related  this  proposal  to  the  development  of  a tobacco  tax,  asking  Sup.  Wiener  how 
that  tax  was  created,  iacluding  whether  it  started  as  a federal  tax  or  from  a grassroots  movement.  Sup.  Wiener 
responded  that  he  was  unsure,  but  he  believed  it  started  as  a federal  tax.  He  would  very  much  like  for  a sugar- 
sweetened  beverage  tax  to  start  in  Washington  or  Sacramento,  but  development  of  the  tobacco  tax  originated 
fi-om  local  efforts  across  the  country  that  ultimately  influenced  Congress. 

Commissioner  Dwight  next  expressed  his  concerns  about  driving  this  effort  to  change  behavior  down  at  the 
local  level,  and  worried  about  not  having  sufficient  resources  to  really  make  a dent  in  this  epidemic.  He 
wondered  about  the  return  on  investment.  Sup.  Wiener  agreed  with  Commissioner  Dwight’s  sentiments,  and 
said  he  wishes  this  would  originate  at  a higher  level.  Many  new  ideas  recently  have  been  originating  at  the  local 
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level  then  spreading.  This  is  not  just  an  education  campaign  - the  tax  will  generate  $12  million  for  SFUSD 
healthy  meal  and  recreation  programs.  He  believes  this  will  be  impactful. 

Commissioner  Ortiz-Cartagena  asked  about  feedback  from  the  small  business  community.  Sup.  Wiener 
said  he  had  engaged  with  the  Council  of  District  Merchants  Associations  (CDMA)  and  Small  Business  Network, 
plus  had  meetings  with  individual  merchants.  Their  responses  were  mixed.  The  business  community  that  he  has 
met  with  has  not  come  out  in  opposition,  with  most  appearing  neutral  currently.  Overall,  the  response  has  been 
better  than  anticipated. 

Commissioner  Dooley  said  there  are  concerns  that  distributors  will  selectively  pass  along  the  cost  to 
retailers,  asking  if  there  a mechanism  to  prevent  distributors  from  tacking  on  to  prices  charged  to  small  business 
retailers.  Sup.  Wiener  responded  that  he  will  put  forward  a clarifying  amendment  at  tomorrow’s  Board  of 
Supervisors  meeting  specifying  that  retailers  will  not  have  to  register  to  pay  the  tax.  Regarding  passing  along  the 
cost  of  the  tax  by  a distributor  to  a retailer,  California  law  prevents  interference  with  how  this  tax  is  addressed 
among  the  related  business  entities.  His  expectation  is  that  distributors  will  pass  along  the  cost  to  retailers,  with 
retail  prices  finally  reflecting  a more  accurate  depiction  of  the  health  problems  these  drinks  cause  our  country. 
The  beverage  industry  has  put  out  a talking  point  that  retailers  or  distributors  will  spread  costs  of  the  tax  across 
all  products,  but  he  does  not  believe  that  will  happen.  When  other  products  get  more  expensive  for  the  supplier, 
only  the  prices  of  those  products  go  up,  not  the  prices  of  all  products.  With  respect  to  market  leverage,  that 
exists  already  and  that  dynamic  will  not  be  affected  by  this  tax. 

Commissioner  White  asked  if  there  is  any  evidence  that  this  tax  will  reduce  purchases  of  these  products. 
Sup.  Wiener  indicated  that  yes,  there  is  research  that  has  shown  a reduction  in  consumption  as  prices  increase. 
Commissioner  White  then  asked  whether  other  cities  have  this  type  of  tax.  Sup.  Wiener  responded  that  he  is 
unaware  of  any  other  city  having  such  a tax,  since  the  beverage  industry  fights  as  aggressively  as  any  other 
industry  to  defeat  these  types  of  taxes.  He  believes  San  Francisco  can  have  a different  outcome  with  its  tax. 

Commissioner  Yee-Riley  asked  what  will  happen  if  San  Francisco  is  the  only  city  taxing  sugar-sweetened 
drinks,  believing  that  people  will  drive  outside  the  city  to  purchase  their  beverages  to  avoid  the  tax.  She  also 
asked  why  there  is  not  a small  business  representative  on  the  tax’s  oversight  committee.  Sup.  Wiener  responded 
that  he  has  heard  of  this  being  described  as  a regressive  tax  against  low-income  persons.  But,  what  is  truly 
regressive  is  the  diseases  caused  by  these  drinks  and  their  impacts  on  low-income  communities.  The  impacts  of 
those  diseases  are  tremendously  expensive  in  financial  terms  and  lifelong  impacts,  preventing  many  from 
working.  As  far  as  shopping,  he  does  not  believe  most  people  will  leave  the  city  to  purchase  cheaper  soda. 

There  may  be  a few  people  that  feel  so  strongly  about  this  that  they  will,  but  not  many  will.  He  will  introduce  an 
amendment  at  tomorrow’s  BOS  meeting  that  will  add  a small  business  seat  on  the  committee. 

Commissioner  Tour-Sarkissian  asked  what  evidence  exists  with  respect  to  loss  of  jobs  and  income  for 
businesses.  Sup.  Wiener  stated  there  is  no  experience  or  data  from  such  a tax  in  San  Francisco,  and  it  is  too  soon 
to  assess  results  from  the  example  in  Mexico.  That  said,  he  does  not  expect  a loss  in  jobs. 

Public  comment  was  called  for  and  24  members  of  the  public  requested  to  speak: 

SPEAKERS  IN  SUPPORT  OF  THE  PROPOSAL 

Shakirah  Simley,  Bi-Rite  Market 

John  Maa,  San  Francisco  Medical  Society 

Todd  David  (read  comments  on  behalf  of  another  individual) 

SPEAKERS  IN  OPPOSITION  TO  THE  PROPOSAL 

Brian  Hayes,  Aunt  Fanny’s  Pretzels 

Maryo  Mogannam,  Council  of  District  Merchants  Associations  (CDMA) 

Rudy  Asercion,  West  Bay  Pilipino  Multi-Service  Center 
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Taylor  Peck,  The  Fizzary  and  Taylor’s  Tonics 
Paula  Tejeda,  Chile  Undo 

Nate  Poliak,  The  American  Grilled  Cheese  Kitchen 

Carlos  Solorzano,  San  Francisco  Hispanic  Chamber  of  Commerce 

Angeles  Roy  (read  comments  on  behalf  of  another  individual) 

Hyun  Shin  (read  comments  on  behalf  of  another  individual) 

Chris  Garretty  (read  comments  on  behalf  of  another  individual) 

Jack  Gallagher  (read  comments  on  behalf  of  another  individual) 

Nick  Panagopolous  (read  comments  on  behalf  of  another  individual) 

Ken  Ma  (read  comments  on  behalf  of  another  individual) 

Mai'sha  Weska  (read  comments  on  behalf  of  another  individual) 

Roscoe  Mapps  (read  comments  on  behalf  of  another  individual) 

Amelia  [last  name  unknown]  (read  comments  on  behalf  of  another  individual) 

Peter  Hua,  Evergreen  Garden  Restaurant 
Subhi  Halim,  Sonoma  Liquors 

Kieron  Sinnette  (read  comments  on  behalf  of  Mission  Merchants  Association) 

Antelmo  Faria  (did  not  submit  a speaker  card  for  this  item  - clarified  he  was  speaking  as  an  individual,  not 
for  the  business  with  which  he  is  affiliated  and  spoke  on  other  items  during  the  meeting) 

Prince  Bush 

Public  comment  was  closed 

Several  commissioners  continued  with  questions: 

Commissioner  Dwight  referenced  Section  554  in  the  legislation  and  asked  for  clarification.  Sup.  Wiener 
read  language  of  an  amendment  to  be  introduced  tomorrow  to  clarify  that  only  distributors  must  register  to  pay 
the  tax. 

Commissioner  Yee  Riley  asked  if  the  legislation  is  still  being  finalized  with  respect  to  the  advisory 
committee.  Sup.  Wiener  responded  that  an  1 1 member  body  is  currently  proposed  but  that  will  expand  tomorrow 
to  1 3 members  with  a small  business  member  included.  The  advisory  committee  will  oversee  expenditures  of 
revenues  generated  by  the  tax. 

Commissioner  Dooley  suggested  the  Commission  should  take  no  action  and  let  the  voters  decide. 

Commissioner  Dwight  expressed  his  belief  that  the  legislation  is  well  intentioned,  and  this  issue  should  be 
addressed  at  the  national  level.  Yet,  the  duty  of  care  to  businesses  and  duty  of  care  to  residents  are  both 
compelling,  but  conflicted.  He  thinks  there  will  be  a shift  in  buying  habits  fi-om  this  tax,  should  it  be  enacted, 
and  the  beverage  industry  will  find  new  products  to  sell  such  that  they  will  still  be  profitable  enterprises  despite 
the  tax  and  any  associated  drop  in  consumption. 

Commissioner  Adams  agreed  with  Commissioner  Dwight.  He  respects  and  supports  Sup.  Wiener,  and  this 
is  a tough  issue.  This  tax  will  impact  small  businesses,  especially  in  this  restaurant  town.  They  make  money  on 
their  beverages  more  than  their  food  in  many  cases. 
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Motion:  Commissioner  Dooley  motioned  to  make  no  recommendation  on  the  legislation. 

2"^:  Cominissioner  Tour-Sarkissian 
Aye:  Adams,  Dooley,  Dwight,  and  Tour-Sarkissian 
Nay:  Ortiz-Cartagena,  Yee  Riley,  and  White 
Absent:  None 

4.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140284  [Building  Code  - Vacant  or  Abandoned  Commercial  Storefronts  and  Registration  Fee].  (Discussion 
and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140284  Legislative  Digest:  BOS  File  No.  140284 

Ashley  Summers,  Legislative  Aide  to  Supervisor  Katy  Tang,  presented.  She  described  the  need  for  this  legislation, 
and  how  it  will  address  commercial  storefront  spaces  that  are  not  currently  regulated  by  the  City’s  vacant  building 
registration  ordinance. 

Several  commissioners  asked  questions  of  the  presenter: 

Commissioner  Dooley  asked  whether  Supervisor  Tang  considered  a progressively  increasing  fee,  and 
whether  there  is  any  provision  in  the  legislation  to  reign-in  bad  faith  efforts  to  rent  or  lease.  Ms.  Summers  said 
that  an  increasing  fee  was  considered,  but  since  state  law  requires  that  fee  calculations  be  based  on  services 
provided,  the  City  cannot  charge  an  escalating  fee.  Regarding  determinations  of  good  faith,  that  will  be 
determined  at  discretion  of  the  Department  of  Building  Inspection  (DBI),  but  she  will  check  into  that  further. 

Commissioner  Yee  Riley  asked  how  the  fee  was  calculated.  Ms.  Summers  explained  the  fee  was  based  on 
DBFs  anticipated  number  of  hours  spent  inspecting  each  property,  charged  at  DBFs  standard  hourly  rate. 

Commissioner  Dwight  asked  what  happens  if  a lease  is  signed  but  it  is  not  possible  to  obtain  a conditional 
use  authorization  (CUA)  or  if  the  CUA  is  denied.  Ms.  Summers  stated  she  has  asked  DBI  to  use  discretion  and 
count  active  efforts  to  obtain  a CUA  as  a good  faith  effort. 

Commissioner  Yee  Riley  asked  if  the  vacant  building  registration  ordinance  has  reduced  vacancies.  Ms. 
Summers  said  there  has  been  an  observed  reduction  in  vacancies  and  better  secured  properties  as  a result  of  the 
ordinance. 

Commissioner  Ortiz-Cartagena  asked  if  this  legislation  would  apply  to  open  lots.  Ms.  Summers  responded 
that  it  would  apply  only  to  commercial  storefronts,  and  would  not  apply  to  vacant  lots. 

Public  comment  was  called  for  and  one  member  of  the  public  requested  to  speak: 

Scott  Hauge,  CAL  Insurance.  Supported  the  legislation.  Noted  that  assessment  of  efforts  to  obtain  a CUA 
requires  further  clarification. 

Public  comment  was  closed. 

Commissioner  Adams  expressed  his  support  for  this  legislation. 

Motion:  Commissioner  Dwight  to  recommend  approval  of  the  legislation  as  drafted. 

Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 


SMALL  BUSINESS  COMMISSION 
I Dr.  Carlton  B.  Goodlett  Place,  Room  1 10 
San  Francisco,  C A 94 1 02 
415.554.6134 


REGINA  DICK-ENDRIZZI,  EXECUTIVE  DIRECTOR 
CHRISTIAN  MURDOCK,  ACTING  COMMISSION  SECRETARY 


**The  Commission  recessed  at  7:22  PM  after  determination  of  Item  4 and  reconvened  at  7:3 1 PM.** 


5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Superv  isors  (BOS)  on  BOS  File  No. 
140317  [Administrative  Code  - Irrevocable  Employer  Health  Care  Expenditure  Requirement  and 
Establishment  of  Health  Care  Access  Assistance  Program).  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140317  Legislative  Digest:  BOS  File  No.  140317:  Dept,  of  Public  Health 
(DPH)  Memorandum  to  SBC 

Hillary  Ronen,  Legislative  Aide  to  Supervisor  David  Campos,  presented.  She  stated  that  his  legislation  is  intended  to 
address  a gap  in  affordability  created  by  the  Affordable  Care  Act’s  (ACA)  prohibition  on  standalone  health 
reimbursement  accounts  (HRAs).  This  will  prevent  many  people  from  using  employer  contributions  under  the 
Health  Care  Security  Ordinance  (HCSO)  to  pay  health  insurance  premiums,  causing  an  affordability  issue  for 
individuals  that  are  ineligible  for  sufficient  subsidies  for  coverage  from  Covered  California.  Ms.  Ronen  described 
the  changes  to  the  function  of  the  current  HCSO  and  the  function  of  the  new  provisions  contained  in  the  legislation. 

No  commissioner  comments. 

Public  comment  was  called  for  and  17  members  of  the  public  requested  to  speak: 

SPEAKERS  IN  SUPPORT  OF  THE  PROPOSAL 
Dana  Vinicoff,  San  Francisco  Organizing  Project 
Ariana  Casanova,  SEIU  1021 

SPEAKERS  IN  OPPOSITION  TO  THE  PROPOSAL 

Gwyneth  Borden,  Golden  Gate  Restaurant  Association 

Tracey  Turk,  Tonic  Nightlife  Group 

Duncan  Ley,  Tonic  Nightlife  Group 

Laurie  Thomas,  Rose  Pistola  Restaurant 

Sabrina  Matlin,  Verbena  Restaurant 

Dave  Stanton,  Park  Tavern  and  Tres  Tequila  Lounge 

Lara  Truppelli,  Chalet  Restaurants 

Adam  Levin,  Escape  from  New  York  Pizza 

Steve  Sarver,  SF  Soup  Company 

David  Sahagun,  Castro  Street  Chevron 

Scott  Hauge,  CAL  Insurance 

Kimberley  [last  name  unknown],  speaking  as  an  individual 

Michelle  McKenrie,  McKenzie  Warehouse  (wholesale  auto  parts  distributor). 

Sterling  Quan,  Lee’s  Deli 
Antelmo  Faria,  Tacolicious  Restaurant 
Public  comment  was  closed. 

Commissioner  Dwight  stated  this  is  an  area  where  the  federal  government  has  taken  a significant  leadership  position. 
The  legislation  proposed  locally  by  Supervisor  Campos  will  cause  a significant  hardship  for  businesses. 
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Commissioner  Adams  stated  the  timing  of  this  legislation  is  horrible.  Businesses  are  trying  to  figure  out  the  ACA 
and  do  not  need  to  face  additional  changes  at  this  time. 

Motion:  Commissioner  White  motioned  to  recommend  disapproval  of  the  legislation. 

2"^*:  Commissioner  Dwight 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

6.  Discussion  and  possible  action  to  prepare  a Small  Business  Commission  response  to  the  potential  for  an 
increase  to  San  Francisco’s  minimum  wage  hourly  rate.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  City  Economist  Minimum  Wage  Report:  UC  Berkeley  Center  for  Labor  Research  and 
Education  Report;  Minimum  Wage  Act  of  2014  Ballot  Measure  Language  (Version  2) 

Director  Dick-Endrizzi  provided  the  Commission  an  update  of  the  staff  work  performed  since  the  last  discussion  of 
this  item.  She  emphasized  that  the  discussion  at  the  meeting  should  not  focus  on  identifying  a dollar  figure  for  the 
minimum  wage  increase,  but  should  instead  discuss  key  principles  underlying  any  increase,  such  as  phase-in  periods 
or  exemptions  for  different  categories  of  workers. 

No  commissioner  comments. 

Public  comment  was  called  for  and  13  members  of  the  public  requested  to  speak: 

Antelmo  Faria,  Tacolicious  Restaurant.  Described  negative  impacts  from  minimum  wage  increase,  and  asked 
for  a differentiation  for  tipped  employees. 

Duncan  Ley,  Tonic  Nightlife  Group.  Asked  for  a wage  differential  for  tipped  workers  to  make  wages  more  fair 
for  workers  in  the  “back  of  the  house”  at  restaurants. 

Gwyneth  Borden,  Golden  Gate  Restaurant  Association.  Described  the  ripple  effects  of  the  increased  costs 
associated  with  a minimum  wage  increase,  and  the  resulting  decreases  in  restaurant  consumption.  Called  for  a 
consideration  of  total  compensation,  long-term  phase-in,  and  differentiation  for  tipped  workers. 

Laurie  Thomas,  Rose  Pistola  Restaurant.  Called  for  a consideration  of  total  compensation  and  a wage 
differential  for  tipped  employees. 

Lara  Truppelli,  Chalet  Restaurants.  Requested  an  extended  phase-in  and  described  the  reduction  in  her 
revenues  and  number  of  employees  stemming  from  previous  cost  increases  for  employers. 

Dave  Stanton,  Park  Tavern  and  Tres  Tequila  Lounge.  Described  how  tipped  employees  actually  earn  three  to 
four  times  minimum  wage  at  his  restaurant,  meaning  their  wages  need  to  be  differentiated  from  “back  of  the 
house”  employees  to  make  compensation  fair  among  all  employees. 

Sabrina  Matlin,  Verbena  Restaurant.  Stated  that  businesses  cannot  afford  to  bring  in  untrained  employees  to 
build  their  skills  if  they  are  paying  $15  per  hour  for  minimum  wage. 

Steve  Sarver,  SF  Soup  Company.  Claimed  the  dollar  amounts  discussed  are  ai'bitrary.  A huge  increase  of  this 
sort  will  reduce  employment.  His  business  has  not  hired  any  additional  employs  as  it  grew,  since  labor  costs  are 
so  high.  Instead,  he  has  automated  processes. 

Dani  Sheehan-Meyer,  Cliche  Noe  and  Noe  Valley  Merchants  Association.  Asked  for  the  Small  Business 
Commission  to  protect  small  businesses.  Policy  changes,  including  the  minimum  wage  increase,  are  coming 
too  fast  at  businesses  for  them  to  understand  the  laws  and  react  to  them. 

Scott  Hauge,  CAL  Insurance.  A large  minimum  wage  increase  will  negatively  affect  businesses  and  a long 
phase-in  period  is  necessary  to  allow  businesses  to  plan. 
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Brian  Hayes,  Aunt  Fanny’s  Pretzels.  The  profit  margins  are  not  there  for  small  businesses  - and  restaurants 
in  particular  - to  pay  a huge  minimum  wage  increase. 

Maryo  Mogannam,  The  Postal  Chase.  Allowing  San  Francisco  to  have  a much  higher  minimum  wage  than 
surrounding  areas  will  create  minimum  wage  commuters.  Evidence  of  minimal  impacts  after  the  2004 
minimum  wage  increase  is  not  informative  to  this  current  example  because  most  businesses  then  already  paid 
above  minimum  wage.  That  is  not  the  case  today.  Housing  is  the  real  driver  of  unaffordability  in  the  city. 

Michelle  McKenzie,  McKenzie  Warehouse  (wholesale  auto  parts  distributor).  The  discussion  of  minimum 
wage  must  assess  total  employee  compensation,  including  benefits  and  time  off. 

Public  comment  was  closed. 

Commissioner  Dooley  said  that  she  heard  the  business  community  loud  and  clear.  It  is  important  to  acknowledge 
that  the  minimum  wage  needs  to  allow  people  to  train  their  employees  at  an  appropriate  wage  during  the  learning 
period. 

Commissioner  Adams  agreed  with  comments  that  San  Francisco  should  trend  with  the  state  minimum  wage  increase 
plus  a certain  premium  above  that  to  account  for  San  Francisco’s  cost  of  living.  He  also  mentioned  some  type  of 
adjustment  for  tipped  workers  is  critically  important. 

Commissioner  Tour-Sarkissian  noted  that  tipped  employees  are  not  only  full  service  restaurant  wait  staff.  That 
designation  can  also  include  employees  at  self-service  restaurants.  California  could  choose  to  differentiate  similar  to 
42  other  states  and  the  federal  government,  where  there  is  a definition  and  a threshold  of  tipping  (i.e.  S30  per  month 
under  federal  law).  Such  provisions  allow  those  in  low-tipping  restaurants  to  be  protected  before  falling  into  the 
lower  tipped  wage  structure.  However,  California  has  chosen  its  own  definition  of  a tipped  employee,  and  cannot 
have  a tip  credit  due  to  Labor  Code  Section  351. 

Commissioner  Dwight  stated  that  everyone  agrees  the  amounts  stated  in  the  ballot  measure  that  has  been  introduced 
is  too  much,  too  fast.  Those  businesses  that  don’t  move  in  response  to  that  increase  (if  adopted)  will  have  hiring 
fi’eezes,  layoffs,  price  increases,  benefits  reductions,  etc.  The  past  increase  is  no  indication  of  what  will  happen  in  the 
future,  despite  assurances  fi'om  advocates  on  that  side  of  the  argument.  Small  business  owners  are  aware  of  the 
power  of  small  numbers,  in  that  it  is  easy  to  go  fi'om  1 to  2,  but  it  is  much  harder  to  go  fi'om  100  to  200.  San 
Francisco  is  becoming  increasingly  hostile  to  small  businesses.  This  minimum  wage  increase  will  be  the  most 
significant  hurdle  to  businesses  in  this  generation.  A target  figure  of  S 15  per  hour  is  arbitrary,  and  there  is  no  science 
behind  that  number.  There  needs  to  be  a more  rational  proposal.  As  things  stand  now,  San  Francisco  will  end  up 
being  an  experiment.  The  increase  proposed  will  require  businesses  to  hire  non-entry  level  workers.  There  needs  to 
be  moderate  increases  on  the  fi-ont  end  with  an  extended  horizon  for  phase-in  of  such  a substantial  wage  increase. 
Momentum  is  pushing  the  SI 5 per  hour  narrative  - and  small  businesses  must  figure  out  how  best  to  navigate  that 
and  manage  damage.  The  tip  credit  issue  must  be  addressed  in  Sacramento.  Commissioner  Dwight  hopes  the  result 
of  all  this  discussion  and  ongoing  negotiations  is  a single  ballot  proposal.  The  problem  in  San  Francisco  is  not  the 
minimum  wage  - it  is  housing,  as  evidenced  in  the  Health  Care  Security  Ordinance  (HCSO)  presentation.  There  is 
discussion  among  the  small  business  community  of  having  triggers  based  on  unemployment  and  the  consumer  price 
index  (CPI)  in  any  subsequently  introduced  ballot  measure,  but  he  is  not  sure  if  the  mayor  will  accept  these. 

Motion:  Commissioner  Dwight  motioned  to  submit  to  Mayor  Lee  the  memorandum  as  supplemented  b>' 
additional  Commission  comments  at  the  meeting  as  the  Small  Business  Commission’s  formal  position  on  the 
minimum  wage  policy  discussion. 

2“^:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 
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7.  Discussion  and  possible  action  to  prepare  a Small  Business  Commission  response  to  the  Planning 
Department’s  “San  Francisco  Formula  Retail  Economic  Analysis,”  including  potential  policy 
recommendations  for  new  or  amended  formula  retail  zoning  controls.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  San  Francisco  Formula  Retail  Economic  Analysis  (Draftl:  Draft  Small  Business 
Commission  Response  to  Formula  Retail  Economic  Analysis 

No  staff  presentation. 

Commissioner  Dooley  recommended  the  Planning  Department  alter  the  standard  of  “necessary  or  desirable”  to  a 
more  specific  standard,  similar  to  language  discussed  previously  by  the  Commission  to  the  effect  of  “a  similar  use  is 
not  available  within  walking  distance.” 

Public  comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

Motion:  Commissioner  Tour-Sarkissian  motioned  to  submit  to  the  Planning  Commission  by  May  9,  2014,  the 
memorandum  as  supplemented  by  additional  Commission  comments  at  the  meeting  as  the  Small  Business 
Commission’s  formal  response  to  the  Planning  Department’s  “San  Francisco  Formula  Retail  Economic 
Analysis.” 

2"'^:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

8.  Director’s  Report.  (Discussion  Item) 

None. 

9.  President’s  Report.  (Discussion  Item) 

Commissioner  Adams  reported  his  attendance  at  a Small  Business  Network  meeting  last  week,  and  congratulated 
Commissioner  Dwight  on  his  receipt  of  an  award  at  the  meeting. 

10.  Vice  President’s  Report.  (Discussion  Item 
None. 

11.  Commissioner  Reports.  (Discussion  Item) 

Commissioner  Dwight  announced  SF  Made  week,  a celebration  of  local  manufacturing  businesses. 

12.  General  Public  Comment.  (Discussion  Item) 

General  Public  Cormnent  was  called  for  and  no  members  of  the  public  requested  to  speak. 

13.  New  Business.  (Discussion  Item) 

None. 

14.  Adjournment.  (Action  Item) 

(Action  recorded  on  following  page) 
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Motion:  Commissioner  Dwight  motioned  to  adjourn. 

2"**;  Commissioner  Yee  Riley 

Aye:  Adams,  Dooley,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  None 

The  meeting  adjourned  at  9:27  PM. 
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SMALL  BUSINESS  COMMISSION 
NOTICE  OF  MEETING  CANCELLATION 


Monday,  May  19,  2014 
2:00  PM 

CITY  HALL,  ROOM  416 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 
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SMALL  BUSINESS  COMMISSIONERS 
Stephen  Adams,  President 
Monetta  White,  Vice  President 
Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 


The  Small  Business  Commission  meeting  of  May  19,  2014,  is  cancelled. 
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SMALL  BUSINESS  COMMISSION 
NOTICE  OF  MEETING  & AGENDA 
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SMALL  BUSINESS  COMMISSIONERS 
3AN  FRANCISCO  Stephen  Adams,  President 

PUBLIC  LIBRARY  Monetta  White,  Vice  President 

Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 


1.  Call  to  order  and  roll  call. 

2.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

3.  Approval  of  the  April  28, 2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  April  28.  2014  regular  meeting  minutes 

4.  Presentation  on  the  status  of  San  Francisco’s  online  business  portal  development  (Discussion  Item) 

Explanatory  Documents:  Portal  update  presentation 

Presentation  by  Jane  Gong,  Department  of  Technology 

5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140508  [General  Obligation  Bonds  - Transportation  and  Road  Improvement]:  Resolution  determining  and 
declaring  that  the  public  interest  and  necessity  demand  the  construction,  acquisition,  improvement,  and  retrofitting  of 
transportation  and  transit  related  improvements,  and  other  critical  infi'astructure  and  facilities  for  transportation 
system  improvements  and  safety  and  related  costs  necessary  or  convenient  for  the  foregoing  purposes;  authorizing 
landlords  to  pass-through  50%  of  the  resulting  property  tax  increase  to  residential  tenants  under  Administrative  Code, 
Chapter  37;  providing  for  the  levy  and  collection  of  taxes  to  pay  both  principal  and  interest  on  such  bonds; 
incorporating  the  provisions  of  Administrative  Code,  Sections  5.30-5.36;  setting  certain  procedures  and  requirements 
for  the  election;  finding  that  a portion  of  the  proposed  bond  is  not  a project  under  the  California  Environmental 
Quality  Act  (CEQA)  and  adopting  findings  under  CEQA,  CEQA  Guidelines,  and  San  Francisco  Administrative 
Code,  Chapter  3 1,  for  the  remaining  portion  of  the  bond;  and  finding  that  the  proposed  bond  is  in  conformity  with  the 
eight  priority  policies  of  Planning  Code,  Section  101.1(b),  and  with  the  General  Plan  consistency  requirement  of 
Charter  Section  4.105,  and  Administrative  Code,  Section  2A.53.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140508:  Transportation  2030  Bond  Report 
Presentation  by  Ed  Reiskin,  Director  of  Transportation,  SFMTA 

6.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Super\  isors  (BOS)  on  BOS  File  No. 
140509  [General  Obligation  Bonds  - Transportation  and  Road  Improvement  - S500,000,000j:  Ordinance  calling 
and  providing  for  a special  election  to  be  held  in  the  City  and  County  of  San  Francisco  on  Tuesday,  November  4. 
2014,  for  the  purpose  of  submitting  to  San  Francisco  voters  a proposition  to  incur  the  following  bonded  debt  of  the 
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City  and  County:  $500,000,000  to  finance  the  construction,  acquisition,  and  improvement  of  certain  transportation 
and  transit  related  improvements,  and  related  costs  necessary  or  convenient  for  the  foregoing  purposes;  authorizing 
landlords  to  pass-through  50%  of  the  resulting  property  tax  increase  to  residential  tenants  under  Administrative  Code, 
Chapter  37;  providing  for  the  levy  and  collection  of  taxes  to  pay  both  principal  and  interest  on  such  bonds; 
incorporating  the  provisions  of  Administrative  Code,  Sections  5.30-5.36;  setting  certain  procedures  and  requirements 
for  the  election;  finding  that  a portion  of  the  proposed  bond  is  not  a project  under  the  California  Environmental 
Quality  Act  (CEQA)  and  adopting  findings  under  CEQA,  CEQA  Guidelines,  and  Administrative  Code,  Chapter  31, 
for  the  remaining  portion  of  the  bond;  and  finding  that  the  proposed  bond  is  in  conformity  with  the  eight  priority 
policies  of  Planning  Code,  Section  101.1  (b),  and  with  the  General  Plan  consistency  requirement  of  Charter,  Section 
4. 1 05,  and  Administrative  Code,  Section  2A.53 . (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140509  Legislative  Digest:  BOS  File  No.  140509 
Presentation  by  Ed  Reiskin,  Director  of  Transportation,  SFMTA 

7.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  and  Planning 
Commission  on  BOS  File  No.  TBD  [Planning  Code  - Formula  Retail  and  Large-Scale  Retail  Controls],  a 
Planning  Department-initiated  Ordinance  Related  to  Formula  Retail:  Ordinance  amending  the  Planning  Code  to 
amend  the  definition  of  formula  retail  to  include  businesses  that  have  20  or  more  outlets  worldwide;  expand  the 
applicability  of  formula  retail  controls  to  other  types  of  uses;  require  Conditional  Use  Authorization  for  formula  retail 
establishments  in  the  C-3-G  district  with  facades  facing  Market  Street,  between  6th  Street  and  the  intersection  of 
Market  Street,  12th  Street  and  Franklin  Street;  expand  the  applicability  of  formula  retail  controls  to  create  a new 
administrative  review  process  for  the  authorization  of  a new  formula  retail  operator  at  a parcel  that  had  previously 
received  a Conditional  Use  Authorization  for  the  same  formula  retail  use  type  and  size,  which  will  include  new 
notification  procedui'es,  performance  standards,  and  a process  for  requiring  Plarming  Commission  review  when  the 
perfoimance  standards  are  not  met  or  upon  request;  delete  the  requirement  for  Conditional  Use  authorization  when  a 
fonnula  retail  establishment  changes  operator  but  remains  the  same  size  and  use  category  and  instead  require  the  new 
administrative  review;  amend  the  Conditional  Use  criteria  for  Large-Scale  Retail  Uses  to  require  an  economic  impact 
study  and  establish  new  fees  for  said  study;  and  adopting  findings,  including  environmental  findings.  Section  302 
findings  and  findings  of  consistency  with  the  General  Plan  and  Planning  Code  Section  101.1  (Discussion  and 
Possible  Action  Item) 

Explanatory  Documents:  Planning  Department-initiated  Legislative  Proposal 
Presentation  by  Kanishka  Bums  and  AnMarie  Rodgers,  Planning  Department 

8.  Director’s  Report:  Update  and  report  on  the  Office  of  Small  Business  and  the  Small  Business  Assistance 
Center,  update  on  department  programs,  recent  announcement  fi-om  the  Mayor,  newly  introduced  policy  matters, 
update  on  legislative  matters,  and  announcements  regarding  small  business  activities.  (Discussion  Item) 

9.  President’s  Report:  Allows  the  President  to  report  on  recent  small  business  activities  and  make  announcements 
that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

10.  Vice  President’s  Report:  Allows  the  Vice  President  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

11.  Commissioner  Reports:  Allows  Commissioners  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

12.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

13.  New  Business:  Allows  Commissioners  to  introduce  new  agenda  items  for  future  consideration  by  the 
Commission.  (Discussion  Item) 

14.  Adjournment.  (Action  Item) 
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Public  Comment  will  be  taken  before  or  during  the  Small  Business  Commission’s  consideration  of  each  agenda  item  . Speakers  arc 
requested  but  not  required  to  complete  a speaker  card  and  state  their  names,  which  will  help  ensure  proper  spelling  of  speakers'  names 
in  tlie  written  record  of  the  meeting. 

Explanatoi7  Documents:  Copies  of  proposed  legislation  listed  in  this  agenda,  and  other  related  materials  received  by  the  SBC  after  the 
posting  of  the  agenda,  are  available  for  public  inspection  and/or  copying  at  City  Hall  Room  1 10.  Please  call  (415)  554-6134  to  make 
arrangements  for  pick  up  or  review. 
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Know  Your  Rights  Under  the  Sunshine  Ordinance 

Government’s  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions,  boards,  councils  and 
other  agencies  of  the  City  exist  to  conduct  the  people’s  business.  This  ordinance  assures  that  deliberations  are  conducted  before 
the  people  and  that  city  operations  are  open  for  the  people’s  review.  For  more  information  on  your  rights  under  the  Sunshine 
Ordinance  (Chapter  67  of  the  San  Francisco  Administrative  Code)  or  to  report  a violation  of  the  ordinance,  contact  the  Sunshine 
Ordinance  Task  Force  at  (415)  554-6083.  To  obtain  a free  copy  of  the  Sunshine  Ordinance  contact: 


City  Hall,  Room  244 
I Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4683 
Office:  (415)  554-7724 
Fax:  (415)554-5163 
E-Mail: 

sotf@,sfgov.org 

Copies  of  the  Sunshine  Ordinance  can  be  obtained  from  the  Clerk  of  the  Sunshine  Task  Force,  the  San  Francisco  Public  Library 
and  on  the  City’s  website  at  www.sfgov.org. 

Cell  Phone  and/or  Sound-Producing  Electronic  Device  Usage  at  Hearings 
Effective  January  21,  2001,  the  Board  of  Supervisors  amended  the  Sunshine  Ordinance  by  adding  the  following  provision:  The 
ringing  of  and  use  of  cell  phones,  pagers  and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any  person(s)  responsible  for  the  ringing  or  use  of  a cell 
phone,  pager,  or  other  similar  sound-producing  electronic  devices. 

Disability  Access  Policy 

Accessible  seating  for  persons  with  disabilities  (including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART 
Station  is  the  Civic  Center  station  located  at  the  intersection  of  Market,  Hyde  and  Grove  Streets.  Accessible  MUNI  lines  serving 
City  Hall  include  5 Fulton  and  49  Mission/Van  Ness,  and  all  Metro  lines  servicing  the  Metro  station  at  Van  Ness  and  Market.  For 
more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  Accessible  parking  in  the  vicinity  of  City  Hall  is 
available  adjacent  to  Davies  Hall  and  the  War  Memorial  Complex,  and  also  in  the  Civic  Center  Garage  (355  McAllister  Street) 
and  Perfonuing  Arts  Garage  (360  Grove  Street).  American  Sign  Language  interpreters  and/or  a sound  enhancement  system  will 
be  available  upon  request  by  contacting  Milton  Edelin  at  (415)  558-6410  at  least  72  hours  prior  to  a hearing.  Individuals  with 
severe  allergies,  environmental  illness,  multiple  chemical  sensitivity  or  related  disabilities  should  call  the  accessibility  hotline  at 
(415)  554-8925  to  discuss  meeting  accessibility.  In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies, 
environmental  illnesses,  multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these  individuals. 

Translation  Services 

Interpreters  for  languages  other  than  English  are  available  on  request.  Sign  language  interpreters  are  also  available  on  request.  For 
other  accommodations,  please  call  the  Department  of  Human  Services  staff  support  representative  at  (415)  557-5989  at  least  two 
business  days  before  a meeting. 

Lobbyist  Ordinance 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  adminisfrative  action  may  be  required  by  San 
Francisco  Lobbyist  Ordinance  [Ailicle  II  of  the  San  Francisco  Campaign  and  Governmental  Conduct  Code]  to  register  and  report 
lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance,  please  contact  the  Ethics  Commission  at  25  Van  Ness 
Ave.,  Suite  220,  SF  94102  (415)  252-3100,  FAX  (415)  252-3112  and  web  site  address  at  http://ww^v.sfgov.org/ethics/. 

Chemical  Sensitivity 

In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness,  multiple  chemical 
sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other  attendees  may  be  sensitive  to  various 
chemical  base  products.  Please  help  the  City  accommodate  these  individuals. 
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The  City  and  County  of  San  Francisco  Business  Portal  is  your  first  stop  for 
all  things  business  in  our  City.  It  provides  everything  you  need  to  easily 
navigate  the  process  of  starting,  managing  and  growing  your  business. 
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FILE  NO.  140508 


RESOLUTION  NO. 


[General  Obligation  Bonds  - Transportation  and  Road  Improvement] 

Resolution  determining  and  declaring  that  the  public  interest  and  necessity  demand 
the  construction,  acquisition,  improvement,  and  retrofitting  of  transportation  and 
transit  related  Improvements,  and  other  critical  infrastructure  and  facilities  for 
transportation  system  improvements  and  safety  and  related  costs  necessary  or 
convenient  for  the  foregoing  purposes;  authorizing  landlords  to  pass-through  50%  of 
the  resulting  property  tax  increase  to  residential  tenants  under  Administrative  Code, 
Chapter  37;  providing  for  the  levy  and  collection  of  taxes  to  pay  both  principal  and 
interest  on  such  bonds;  incorporating  the  provisions  of  Administrative  Code,  Sections 
5.30-5.36;  setting  certain  procedures  and  requirements  for  the  election;  finding  that  a 
portion  of  the  proposed  bond  is  not  a project  under  the  California  Environmental 
Quality  Act  (CEQA)  and  adopting  findings  under  CEQA,  CEQA  Guidelines,  and  San 
Francisco  Administrative  Code,  Chapter  31,  for  the  remaining  portion  of  the  bond;  and 
finding  that  the  proposed  bond  is  In  conformity  with  the  eight  priority  policies  of 
Planning  Code,  Section  101.1(b),  and  with  the  General  Plan  consistency  requirement  of 
Charter  Section  4.105,  and  Administrative  Code,  Section  2A.53. 

WHEREAS,  The  Mayor’s  Transportation  Task  Force  (the  “Task  Force”)  has  determined 
that  the  City’s  street  and  transportation  infrastructure  (the  “Street  and  Transportation  System") 
is  inadequate  to  meet  current  demands  of  City  residents  and  that  the  Street  and 
Transportation  System  is  in  need  of  significant  investment:  and 

WHEREAS,  The  Task  Force  estimated  that  the  required  improvements  to  the  Street 
and  Transportation  System  is  approximately  $10.1  billion  over  the  next  15  years;  and 
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WHEREAS,  Continued  under-investment  in  the  Street  and  Transportation  System 
increases  the  risk  of  loss  and  injury  to  City  residents,  impacts  the  economic  vitality  of  the  City, 
reduces  the  City’s  ability  to  support  growth  and  reduces  the  quality  of  life;  and 

WHEREAS,  With  adequate  funding  the  City  can  make  significant  investments  in  the 
City’s  Street  and  Transportation  System,  including  but  not  limited  to  improved  street  safety  for 
all  users  of  City  streets,  a more  reliable  and  faster  Muni,  and  better  pedestrian,  bike,  and 
disabled  access  (collectively,  the  "Street  and  Transportation  Project");  and 

WHEREAS,  The  Transportation  and  Road  Improvement  General  Obligation  Bond  (the 
"Bond")  will  provide  a portion  of  the  funding  for  eligible  investments  within  the  Street  and 
Transportation  Project;  and 

WHEREAS,  The  Board  recognizes  the  need  to  safeguard  and  enhance  the  City's 
Street  and  Transportation  System  by  making  significant  investments  therein;  now,  therefore, 
be  it 

RESOLVED,  By  the  Board: 

Section  1 . The  Board  determines  and  declares  that  the  public  interest  and  necessity 
demand  the  acquisition,  construction  and  improvement  of  street,  transportation  and  related 
infrastructure,  and  the  payment  of  related  costs  necessary  or  convenient  for  the  foregoing 
purposes. 

Section  2.  The  estimated  cost  of  $500,000,000  of  the  Bond  is  and  will  be  too  great  to 
be  paid  out  of  the  ordinary  annual  income  and  revenue  of  the  City,  will  require  an  expenditure 
greater  than  the  amount  allowed  by  the  annual  tax  levy,  and  will  require  the  incurrence  of 
bonded  indebtedness  in  an  amount  not  to  exceed  $500,000,000. 

Section  3.  The  Board,  having  reviewed  the  proposed  legislation,  makes  the  following 
findings  in  compliance  with  the  California  Environmental  Quality  Act  ("CEQA"),  California 
Public  Resources  Code  Sections  21000  et  seq.,  the  CEQA  Guidelines,  15  Cal.  Administrative 
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Code  Sections  15000  et  seq.,  ("CEQA  Guidelines"),  and  San  Francisco  Administrative  Code 
Chapter  31  ("Chapter  31"): 

(a)  SFMTA  Transit  Effectiveness  Project. 

(i)  A portion  of  the  bond  proposal  relates  to  funds  for  SFMTA’s  Transit 
Effectiveness  Project  (“TEP”).  On  March  27,  2014,  the  San  Francisco  Planning  Commission 
by  Motion  No.  19105  certified  the  Final  Environmental  Impact  Report  for  the  Transit 
Effectiveness  Project  (“TEP  FEIR”),  and  on  March  28,  the  SFMTA  Board  of  Directors  by 
Resolution  No.  14-041  approved  the  TEP  as  described  in  Resolution  No.  14-041,  and  adopted 
findings  under  the  California  Environmental  Quality  Act  (“CEQA”),  the  CEQA  Guidelines,  and 
Chapter  31  of  the  Administrative  Code  (“CEQA  Findings”),  including  findings  rejecting 
alternatives,  adopting  a mitigation  monitoring  and  reporting  program,  and  adopting  a 
statement  of  overriding  considerations.  Planning  Commission  Motion  No.  19105  and  SFTMA 
Board  Resolution  No.  14-041  are  on  file  with  the  Clerk  of  the  Board  in  File  No. 

and  incorporated  in  this  resolution  by  reference. 

(ii)  On , the  Board  of  Supervisors  affirmed  the  certification 

of  the  TEP  FEIR  by  Motion  No. . The  Board  has  reviewed  and  considered  the 

CEQA  Findings  adopted  by  the  SFMTA  Board,  including  the  statement  of  overriding 
considerations  and  the  mitigation  monitoring  and  reporting  program,  and  hereby  adopts  the 
CEQA  Findings  as  its  own.  The  Board  additionally  finds  that  the  portion  of  the  bond  proposal 
that  relates  to  funds  for  the  TEP  as  reflected  in  the  ordinance  placing  the  bond  on  the  ballot  is 
consistent  with  the  project  as  described  in  the  TEP  FEIR.- 

(iii)  Additionally,  the  Board  finds  that  the  portion  of  the  bond  proposal  that 
relates  to  funds  for  the  TEP  as  reflected  in  the  ordinance  placing  the  bond  on  the  ballot:  (1) 
does  not  require  major  revisions  in  the  TEP  FEIR  due  to  the  involvement  of  new  significant 
environmental  effects  or  a substantial  increase  in  the  severity  of  previously  identified 
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significant  effects;  (2)  no  substantial  changes  have  occurred  with  respect  to  the 
circumstances  under  which  the  project  analyzed  in  the  TEP  FEIR  will  be  undertaken  that 
would  require  major  revisions  to  the  TEP  FEIR  due  to  the  involvement  of  new  significant 
environmental  effects,  or  a substantial  increase  in  the  severity  of  effects  identified  in  the  TEP 
FEIR;  and  (3)  no  new  information  of  substantial  importance  to  the  project  analyzed  in  the  TEP 
FEIR  has  become  available  that  would  indicate:  (i)  the  TEP  will  have  significant  effects  not 
discussed  in  the  TEP  FEIR;  (ii)  significant  environmental  effects  will  be  substantially  more 
severe;  (iii)  mitigation  measures  or  alternatives  found  not  feasible  that  would  reduce  one  or 
more  significant  effects  have  become  feasible;  or  (iv)  mitigation  measures  or  alternatives  that 
are  considerably  different  from  those  in  the  TEP  FEIR  will  substantially  reduce  one  or  more 
significant  effects  on  the  environment. 

(b)  For  the  reasons  set  forth  in  the  letter  from  the  Environmental  Review  Officer  of  the 

Planning  Department,  dated , a copy  of  which  is  on  file  with  the  Clerk  of  the 

Board  in  File  No. and  incorporated  in  this  resolution  by  reference,  the  Board  finds 

that  the  portion  of  the  bond  proposal  that  relates  to  funds  for  transportation  and  road 
improvements  other  than  funds  for  implementation  of  improvements  within  the  scope  of  the 
TEP  is  not  subject  to  CEQA  because  as  the  establishment  of  a government  financing 
mechanism  that  does  not  involve  any  commitment  to  specific  projects  to  be  constructed  with 
bond  funds,  it  is  not  a project  as  defined  by  CEQA  and  the  CEQA  Guidelines.  The  use  of 
bond  proceeds  to  finance  any  project  or  portion  of  any  project  that  relates  to  funds  for 
transportation  and  road  improvements  other  than  funds  for  implementation  of  improvements 
within  the  scope  of  the  TEP  will  be  subject  to  approval  of  the  Board  upon  completion  of 
planning  and  any  further  required  environmental  review  under  CEQA. 

Section  4.  The  Board  finds  and  declares  that  the  proposed  Bond  is  (i)  in  conformity 
with  the  priority  policies  of  Section  101.1(b)  of  the  San  Francisco  Planning  Code,  (ii)  in 

Mayor  Lee,  Supervisors  Tang,  Chiu,  Wiener,  Avalos,  Kim,  Breed,  Farrell,  Mar,  Yee,  Cohen  and  Campos  Page  4 
BOARD  OF  SUPERVISORS 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


accordance  with  Section  4.105  of  the  San  Francisco  Charter  and  Section  2A. 53(f)  of  the 
San  Francisco  Administrative  Code,  and  (iii)  consistent  with  the  City’s  General  Plan,  and 
adopts  the  findings  of  the  Planning  Department,  as  set  forth  in  the  General  Plan  Referral 

Report  dated , a copy  of  which  is  on  file  with  the  Clerk  of  the  Board  in 

File  No. and  incorporates  such  findings  by  reference. 

Section  5.  The  time  limit  for  approval  of  this  resolution  specified  in  Section  2.34  of  the 
San  Francisco  Administrative  Code  is  waived. 

Section  6.  Under  Section  2.40  of  the  San  Francisco  Administrative  Code,  the 
ordinance  submitting  this  proposal  to  the  voters  shall  contain  a provision  authorizing  landlords 
to  pass-through  50%  of  the  resulting  property  tax  increases  to  residential  tenants  in 
accordance  with  Chapter  37  of  the  San  Francisco  Administrative  Code. 

Section  7.  The  City  hereby  declares  its  official  intent  to  reimburse  prior  expenditures  of 
the  City  incurred  or  expected  to  be  incurred  prior  to  the  issuance  and  sale  of  any  series  of 
bonds  in  connection  with  the  Project  (collectively,  the  "Future  Bonds").  The  Board  hereby 
declares  the  City’s  intent  to  reimburse  the  City  with  the  proceeds  of  the  Future  Bonds  for  the 
expenditures  with  respect  to  the  Project  (the  “Expenditures”  and  each,  an  “Expenditure”) 
made  on  and  after  that  date  that  is  no  more  than  60  days  prior  to  adoption  of  this  Resolution. 
The  City  reasonably  expects  on  the  date  hereof  that  it  will  reimburse  the  Expenditures  with  the 
proceeds  of  the  Future  Bonds. 

Each  Expenditure  was  and  will  be  either  (a)  of  a type  properly  chargeable  to  a 
capital  account  under  general  federal  income  tax  principles  (determined  in  each  case  as  of 
the  date  of  the  Expenditure),  (b)  a cost  of  issuance  with  respect  to  the  Future  Bonds,  (c)  a 
nonrecurring  item  that  is  not  customarily  payable  from  current  revenues,  or  (d)  a grant  to  a 
party  that  is  not  related  to  or  an  agent  of  the  City  so  long  as  such  grant  does  not  impose  any 
obligation  or  condition  (directly  or  indirectly)  to  repay  any  amount  to  or  for  the  benefit  of  the 
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City.  The  maximum  aggregate  principal  amount  of  the  Future  Bonds  expected  to  be  issued 
for  the  Project  is  $500,000,000.  The  City  shall  make  a reimbursement  allocation,  which  is  a 
written  allocation  by  the  City  that  evidences  the  City’s  use  of  proceeds  of  the  applicable  series 
of  Future  Bonds  to  reimburse  an  Expenditure,  no  later  than  18  months  after  the  later  of  the 
date  on  which  the  Expenditure  is  paid  or  the  Project  is  placed  in  service  or  abandoned,  but  in 
no  event  more  than  three  years  after  the  date  on  which  the  Expenditure  is  paid.  The  City 
recognizes  that  exceptions  are  available  for  certain  “preliminary  expenditures,”  costs  of 
issuance,  certain  de  minimis  amounts,  expenditures  by  “small  issuers”  (based  on  the  year  of 
issuance  and  not  the  year  of  expenditure)  and  expenditures  for  construction  projects  of  at 
least  5 years. 

Section  7.  Documents  referenced  in  this  resolution  are  on  file  with  the  Clerk  of  the 

Board  of  Supervisors  in  File  No. , which  is  hereby  declared  to  be  a part  of 

this  resolution  as  if  set  forth  fully  herein. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA 
City  Attorney 


By: 

KENNETH  DAVID  ROUX 
Deputy  City  Attorney 

n:\legana\as2014\1400378\00923255.doc 
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2 I TRANSPORTATION  2030 


EXECUTIVE  SUMMARY 


WHAT  IS  TRANSPORTATION  2030? 

In  November  2013,  Mayor  Ed  Lee  accepted  the  Transportation  Task  Force 
recommendations  to  pursue  new  resources  for  San  Francisco's  trans- 
portation system  and  more  effectively  plan  for  growth  and  change.  The 
Task  Force  analyzed  the  City's  transportation  conditions,  and  reviewed 
the  projects  in  previous  transportation  and  community  plans  that  have 
not  been  funded.  The  Task  Force  analyzed  the  funding  needed  to  main- 
tain and  enhance  our  system,  estimated  at  $10.1  billion  over  the  next  15 
years.  The  City  has  identified  $3.8  billion  in  reasonable  foreseeable  fund- 
ing, leaving  a $6.3  billion  funding  gap. 

The  Task  Force  recommended  three  funding  sources  to  generate  $3  billion 
over  the  next  1 5 years  to  support  San  Francisco's  transportation  needs: 

1.  Two  $500  million  General  Obligation  Bonds 

2.  A local  increase  to  California's  vehicle  license  fee  (VLF)  for 
vehicles  registered  in  San  Francisco.  The  VLF  would  increase 
from  0.65%  of  a vehicle's  value  to  2%. 

3.  A half-cent  sales  tax  increase  from  8.75%  to  9.25% 


The  Task  Force  proposals,  if  approved  and  fully  funded,  would  be  a 
historic  increase  in  transportation  investment  that  would  almost  dou- 
ble current  funding  levels. 

The  Transportation  2030  November  2014  Measure  are; 

1.  A $500  million  general  obligation  bond  (GO  Bond)  to  address 
urgent  repairs  and  upgrades  to  the  city's  transportation 
infrastructure  without  raising  property  tax  rates. 

2.  A local  increase  to  California's  vehicle  license  fee  (VLF)  that  if 
passed,  will  increase  $an  Francisco  General  Fund  revenues. 
The  City  could  use  the  new  revenues  generated  by  a proposed 
VLF  to  support  transportation  projects  in  Gan  Francisco.  For 
vehicles  registered  in  San  Francisco,  the  VLF  would  increase 
from  0.65%  of  a vehicle's  value  to  2%. 

3.  A City  and  County  of  San  Francisco  Advisory  Measure, 
expressing  that  the  people  of  San  Francisco  wish  to  spend 
General  Fund  revenue  supported  by  an  increase  to  the  Vehicle 
License  Fee  on  transportation  infrastructure  projects. 


Summary  of  Programs  and  Estimated  FundingThrough  2030 


Program 

GO  Bond 

Possible  New 

General  Fund  Allocation 

(projected  15  year  total)  . 

Transportation 
2030  Total 

BEHER  ROADS 

Repave  deteriorating  neighborhood  roads  and  potholes 

$42  million/year 
($625  million) 

$625  million 

' IMPROVED  TRANSIT 

Provide  faster  and  more  reliable  transit 

$230  million 

$230  million 

Replace  and  upgrade  old  buses  and  trains  to  increase  service 
and  reduce  crowding 

$10.3  million/year 
($154  million) 

$154  million 

Improve  safety  and  accessibility  at  transit  stops 

$30  million 

$2.8  million/year 
($42  million) 

$72  million 

Fix  obsolete  Muni  facilities  to  create  productive  working 
conditions  and  improve  vehicle  maintenance 

$70  million 

$1  million/year 
($15  million) 

$85  million 

Invest  in  the  development  of  critical  capital  projects  along  key 
transit  corridors 

$28  million 

$4.4  million/year 
($66  million) 

$94  million 

SAFER  STREETS 

Improve  pedestrian  safety  through  focused  engineering  efforts 
at  high-injury  locations 

$68  million 

$2.5  million/year 
($37  million) 

$105  million 

Install  modern  traffic  signals  to  improve  safety  and  mobility 

$22  million 

$3  million/year 
($45  million) 

$67  million 

Build  "Complete  Streets"  that  enable  safe,  convenient  and  comfortable 
travel  for  all  users,  including  safer,  well-defined  bikeways 

$52  million 

$5  million/year 
($72  million) 

$124  million 

TOTALS 

$500  million 

$73.1  million/year 
($1,056  million) 

$1,556  million 

EXECUTIVE  SUMMARY 
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HOW  DOES  TRANSPORTATION  2030  IMPROVE 
SAN  FRANCISCO? 

The  goals  of  Transportation  2030  are  to  provide  Better  Roads, 
Improved  Transit,  and  Safer  Streets  for  residents,  workers,  and 
visitors  to  San  Francisco.  Collectively,  the  initiatives  provide 
funding  to  fix  urgent  infrastructure  issues  and  provide  an  ongoing 
source  of  funding  to  maintain  these  assets  in  the  years  to  come. 
The  money  from  Transportation  2030,  if  passed,  could  fund  repaving 
roads  and  eliminating  potholes,  increasing  Muni  reliability,  reducing 
Muni  travel  times,  and  improving  safety  for  people  walking  and 
cycling.  The  outcome  of  these  investments  will  be  increased  transit 
reliability  and  significantly  improved  safety  for  all  people  getting 
around  the  city.  The  benefits  of  Transportation  2030  will  be  felt 
throughout  every  neighborhood  in  San  Francisco. 

WHERE  WILLTHE  MONEY  COME  FROM? 

The  money  for  these  proposed  programs  will  come  from  two 
separate  sources:  a GO  bond  measure  and  a restored  local  vehicle 
license  fee.  Because  of  the  importance  of  fiscal  stewardship,  the 
city  has  adopted  strict  constraints  in  its  Capital  Plan  on  the  use  of 
long-term  debt  financing  in  order  to  avoid  placing  an  increased 
burden  of  property  tax  on  future  generations.  For  this  reason, 
voter-approved  GO  bonds  like  those  in  Transportation  2030  are  only 
proposed  as  the  city  retires  existing  debt  and  the  city's  property  tax 
base  grows.  Lastyear,  bonds  were  repaid  and  the  city's  property  tax 
base  grew,  creating  an  opportunity  to  issue  the  Transportation  2030 
GO  bond  measure  without  any  increase  to  property  tax  rates. 

The  second  funding  source,  the  local  vehicle  license  fee  (VLF), 
will,  if  passed,  increase  the  existing  fee  collected  by  the  California 
Department  of  Motor  Vehicles  (DMV)  by  1.35%,  to  a total  of  2%. 
Currently,  there  is  an  existing  VLF  of  0.65%  which  goes  directly  to 


the  State  of  California  through  the  Department  of  Motor  Vehicles 
(DMV).  The  proposed  1.35%  fee  increase  will  also  be  collected  by 
the  DMV,  and,  with  the  exception  of  the  state  fees,  all  funds  collected 
from  this  local  VLF  would  go  to  the  City  and  County  of  San  Francisco 
General  Fund.  In  addition  to  the  VLF,  a proposed  Advisory  measure, 
if  passed,  could  be  used  to  allocate  funding  in  an  equivalent  amount 
for  transportation-related  projects  proposed  in  the  Transportation 
2030  Program  Descriptions.  The  VLF  amount  a car  owner  will  pay 
is  calculated  based  on  the  value  of  the  vehicle  when  purchased, 
decreasing  with  each  renewal  of  registration  for  the  first  11  years, 
at  which  point  the  fee  remains  the  same  for  as  long  as  the  vehicle 
is  registered. 

HOW  CAN  WE  BE  SURETHE  MONEY  IS  SPENT 
WISELY? 

The  city's  Capital  Plan  places  an  emphasis  on  accountability  and 
transparency  for  each  of  the  funding  sources  it  recommends.  The 
progress  made  in  the  implementation  of  each  of  the  Transportation 
2030  programs  outlined  in  this  report  will  be  reported  regularly 
through: 

» An  independent  citizen  oversight  committee  to  ensure  that 
the  funds  are  allocated  as  outlined  in  the  city's  Capital  Plan. 
This  committee  will  be  open  to  the  public,  sponsor  audits, 
and  provide  a safety  net  to  ensure  the  funds  are  spent  in 
accordance  with  the  express  will  of  the  voters. 

» A dedicated  web  page  that  will  list  project  schedules,  scopes 
and  budgets. 

Because  some  programs  will  be  funded  by  both  the  proposed  GO 
Bond  and  the  general  fund  allocation  resulting  from  the  VLF,  these 
reporting  mechanisms  will  be  employed  for  Transportation  2030  as 
a whole. 
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INTRODUCTION 


Transportation  2030  is  a $1.5  billion  funding  package  to  improve 
road  conditions,  transit  service,  and  street  safety  in  San  Francisco. 
Transportation  2030  proposes  two  measures  recommended  by  the 
Task  Force  for  the  November  2014  ballot. 

The  November  2014  Measures  are: 

1.  A $500  million  general  obligation  bond  (GO  Bond)  to  address 
urgent  repairs  and  upgrades  to  the  city's  transportation 
infrastructure  without  raising  property  tax  rates. 

2.  A local  increase  to  California's  vehicle  license  fee  (VLF)  that  if 
passed,  will  increase  San  Francisco  General  Fund  revenues. 
The  City  could  use  the  new  revenues  generated  by  a proposed 
VLF  to  support  transportation  projects  in  San  Francisco.  For 
vehicles  registered  in  San  Francisco,  the  VLF  would  increase 
from  0.65%  of  a vehicle's  value  to  2%. 

3.  A City  and  County  of  San  Francisco  Advisory  Measure, 
expressing  that  the  people  of  San  Francisco  wish  to  spend 
General  Fund  revenue  supported  by  an  increase  to  the  Vehicle 
License  Fee  on  transportation  infrastructure  projects. 

Making  these  investments  now  will  improve  safety  and  help  people 
get  around  San  Francisco  more  easily  in  the  near-term,  and  position 
the  city  to  maintain  its  assets  and  improve  Muni  service  delivery  for 
the  next  15  years. 


MAKING  CRITICAL  UPGRADES  TO  THE 
TRANSPORTATION  SYSTEM 

The  population  of  San  Francisco  is  projected  to  grow  by  about  20 
percent  by  2040.  This  increased  population  will  compound  the  stress 
on  the  city's  roads  and  existing  transit  system,  a system  which  can 
be  slow,  inefficient,  and  in  disrepair.  The  city  has  developed  a set  of 
programs  that  will  improve  the  condition  of  the  roads,  the  reliability 
and  travel  time  of  public  transit,  and  the  safety  of  all  who  travel 
through  the  city's  neighborhood  streets  every  day. 

The  goal  of  Transportation  2030  is  to  provide  Better  Roads,  Improved 
Transit,  and  Safer  Streets  for  residents,  workers,  and  visitors  to 
San  Francisco.  These  investments  will  produce  increased  transit 
reliability  and  significantly  improved  safety  for  all  people  getting 
around  the  city,  if  the  November  2014  measures  pass.  The  benefits 
of  Transportation  2030  will  be  felt  throughout  every  neighborhood 
in  San  Francisco. 


Measure  1:  General  Obligation  Bond 

$500  million  bond  measure  to  address  urgent  repairs  and  upgrades  to  the  city's 
transportation  infrastructure 


Measure  2:  Vehicle 
License  Fee 

A local  vehicle  license  fee  of  1.35% 
of  the  vehicle's  value  that  would  go 
to  the  city's  General  Fund 


San  Francisco 
General  Fund 


Measure  3:  Advisory 
Measure 

Expressing  that  SF  should  spend 
General  Fund  revenue  supported 
by  an  increase  to  the  Vehicle 
License  Fee  on  transportation 
infrastructure  projects. 


F 


F 


Funding  to  make 
critical  safety 
and  infrastructure 
upgrades  to 
streets  and 
improve  Muni 


Transportation  2030  | Roads  -t-Transit  + Safety 

The  following  table  summarizes  the  most  urgent  and  effective  street  and  transit  investments  the  city  can  fund  in  the  next  15  years  with 
Transportation  2030. 

Expenditure  Plan  Goals 

1.  Better  Roads:  Repave  deteriorating  neighborhood  roads  and  potholes 

2.  Improved  Transit:  Improve  Muni  speed  and  reliability 

3.  Safer  Streets:  Create  safer  streets  and  sidewalks  for  people  who  walk,  drive,  bike  and  take  public  transportation 
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Program 

Description 

Refer  to  the  to  General  Obligation  Bond  Report  and  the  General  Fund  Allocation  Report  for 
more  information  on  the  budget  and  schedule  for  each  of  the  programs. 

GO 

Bond 

Posible  New 
General  Fund 
Allocation 

2014  Trans- 
portation 
Measures 
Total 

BEnER  ROADS 

Repave  deteriorating 
neighborhood  roads  and 
potholes 

» Repave  deteriorating  roads  and  potholes  on  more  than  500  additional  neighborhood  blocks 
throughout  the  city  each  year 

» Improve  pedestrian  access  from  roadway  to  sidewalk  by  constructing  more  than  1,000  curb 
ramps  annually 

» Use  taxpayer  dollars  in  a responsible  and  cost-effective  way,  spending  public  dollars  on 
maintenance  now  to  prevent  costly  emergency  repairs  in  the  future 

$625  million 
($42  million 
annuallyl 

$625  million 

IMPROVED  TRANSIT 

Provide  faster  and  more 

i reliable  transit 

» Improve  travel  time  by  20%  on  Muni  Rapid  Network  routes  that  serve  280,000 
» 40  miles  of  transit  priority  investment,  potentially  saving  customers  up  to  one  hour  per  week  in 
travel  time 

» Reduce  overcrowding  and  improve  service  quality 

» Contribute  towards  San  Francisco's  share  of  Caltrain  capital  improvements  to  improve 
reliability 

S230 

million 

$230  million 

Replace  and  upgrade  out- 
of-date  buses  and  trains  to 

increase  service  and  reduce 
crowding 

» Replace  old  buses  and  trains  to  improve  service  and  reduce  crowding  for  passengers 
» Repair  buses  and  trains  in  a timely  manner  to  save  money,  decrease  maintenance-related 
service  delays,  and  improve  on-time  performance 

$154  million 
(S10.3  million 
annuallyl 

$154  million 

Improve  safety  and 
accessibility  at  transit  stops 

» Improve  safety  and  accessibility  attransit  stations  and  stops  by  investing  in  lighting, 
wayfinding,  and  infrastructure  improvements 

» Replace  and  add  more  BART/Muni  elevators  and  escalators  to  increase  accessibility  for  ail 

users 

$30 

million 

$42  million 
($2.8  million 
annually) 

$72  million 

Fix  obsolete  Muni  facilities 
to  create  productive  working 
conditions  and  improve 
vehicle  maintenance 

» Overhaul  maintenance  bays  to  accommodate  new  buses  and  trains 
» Upgrade  and  redesign  facilities  to  improve  bus  storage  capacity 
» Improve  vehicle  maintenance  resources  to  ensure  buses  and  trains  stay  in  service 

$70 

million 

$15  million 
($1  million 
annually) 

$85  million 

Invest  in  development  of 
critical  capital  projects  along 
key  transit  corridors 

» Plan,  design  and  engineer  strategic,  large-scale  transportation  projects  of  citywide  benefit, 

1 such  as  Bus  Rapid  Transit,  Caltrain  extension,  and  other  key  capital  projects 

$28 

million 

$66  million 
($4.4  million 
annually) 

$94  million 

SAFER  STREETS 

Improve  pedestrian  safety 
through  focused  engineering 
efforts  at  high-injury  locations 

: » Prioritize  pedestrian  safety  projects  and  programs  at  locations  with  the  most  severe 
i pedestrian  injuries  and  fatalities 

! » Invest  in  quick  and  cost-effective  measures  as  well  as  comprehensive,  permanent 
infrastructure 

$68 

million 

$37  million 
($2.5  million 
annually) 

$105  million 

Install  modern  traffic  signals 
to  improve  safety  and  mobility 

1 » Leverage  more  frequent  traffic  signal  replacementto  ensure  modern,  reliable  signals  for  all 
; people  traveling  on  city  streets 

» Install  Pedestrian  Countdown  Signals  to  improve  safety  for  those  walking 

$22 

million 

$45  million 
($3  million 
annually) 

$67  million 

Build  "Complete  Streets" 
that  enable  safe,  convenient 
and  comfortable  travel  for  all 
users  and  provide  safer,  well- 
defined  bikeways 

« Build  "Complete  Streets"  with  all  users  in  mind,  including  those  walking,  riding  a bike,  taking 
transit  and  people  with  disabilities;  coordinate  "Complete  Streets"  projects  with  paving 
projects  to  maximize  efficiency 

‘ » Build  up  to  30  miles  of  bicycle  network  upgrades  and  35  miles  of  bicycle  network  expansion, 
creating  a safer,  more  well-defined  bicycle  network  to  reduce  conflict  and  improve  safety  for 
all  users 

$52 

million 

$72  million 
(S5  million 
annuallyl 

$124  million 

TOTAL 

$500 

million 

$1,056  million 

$1,556 

million 
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PROGRAM  DESCRIPTIONS 


BETTER  ROADS 

Repave  deteriorating  neighborhood  roads  and  potholes 


Providing  smooth  and  pothole-free  streets  is  essential  to  moving 
people  safely  throughout  the  city.  Well-maintained  roads  help 
keep  buses  running  smoothly  and  reduce  costs  to  vehicle  owners 
whose  cars  can  be  damaged  by  the  poor  condition  of  streets.  Road 
maintenance  is  like  preventative  medicine;  it  improves  overall 
health  in  the  long  term  and  is  cheaper  to  care  for  over  the  course 
i of  a road's  life.  More  frequent  maintenance  can  extend  the  life  of  a 
road  and  reduce  costs  by  75-90  percent. 


The  city's  goal  is  to  maintain  streets  and  roadways  in  "good" 
condition,  which  is  equivalent  to  a Pavement  Condition  Index  (PCI) 
of  at  least  70.  Transportation  2030  proposes  establishing  a steady, 
permanent  funding  source  for  the  city's  street  repaving  program  to 
achieve  this  goal.  The  city  is  responsible  for  maintaining  more  than 
940  miles  of  streets  and  roadways.  Thanks  to  recent,  significant 
investments  in  streets,  primarily  from  the  2011  Road  Repaving  and 
Street  Safety  general  obligation  bond,  San  Francisco  is  improving  the 
average  condition  of  streets  for  the  first  time  in  decades,  increasing 
the  average  Pavement  Condition  Index  score  from  63  to  66. 


SAN  FRANCISCO'S  PAVEMENT  CONDITION  INDEX 

To  track  the  condition  of  the  pavement,  the  city  uses  a management  system  that  establishes  a rating  for  each  city  block  using 
a visual  survey  performed  by  certified  engineers.  Each  segment  is  evaluated  based  on  a variety  of  criteria  that  informs  the 
Pavement  Condition  Index  (PCI)  score  for  each  city  block.  This  scoring  system  uses  a scale  of  0 -the  worst  score-  to  WO  -a 
freshly  paved  street.  The  table  below  summarizes  the  current  condition  of  the  city’s  streets,  required  pavement  treatment,  and 
the  cost  for  the  associated  PCI  range. 


% of  SF 

PCI  Score 

Treatment  .'I. 

Average  Cost/ 

Streets 

Block 

85-100 

"excellent" 


No  improvement  needed 


$0 


29% 

27% 

18% 

4% 


70-84 
"good" 
50-69 
"at-risk" 
25-49 
"poor" 
0-24 
"very  poor" 


Pavement  preservation  - specialized  sealing  treatments  to  extend  life  of  street  $21 ,600 


Repave  - grind  off  and  replace  the  top  two  inches  of  asphalt  $120,000 


Resurface  with  base  repair  - grind  off  and  replace  the  top  two  inches  of  asphalt 
and  repair  the  concrete  base 

Reconstruction  - reconstruct  the  street  including  concrete  base  and  top  layer  of 
asphalt 


$165,000 

$520,000 


We  must  continue  to  invest  in  our  roads  or  their  condition  will  decline,  road  repair  costs  will  escalate  quickly,  recent  improvements 
to  street  conditions  will  disappear,  and  the  backlog  of  streets  needing  reconstruction  will  grow.  It  can  be  50  times  more  expensive 
to  reconstruct  a street  that  is  in  poor  condition  than  to  preserve  a street  that  is  in  good  condition.  Investing  in  road  repair  now  is 
the  most  cost-effective  way  to  give  us  better  roads. 


WHAT  DOES  TRANSPORTATION  2030  MEAN  FOR  YOU? 

• Smoother  rides  in  the  car,  on  the  bus,  and  on  a bicycle 

• Reduced  long  term  cost  to  maintain  roads  in  good  condition,  which  means  taxpayer  savings 

• Savings  on  your  annual  vehicle  maintenance  costs 

• Improved  pedestrian  access  from  roadway  to  sidewalk  by  constructing  new  curb  ramps 
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Pavement  Conditions  and  Projected  Impact  of  New  Funding,  1985  - 2021 


_ _ Projected  PCI  with 
""  Dedicated  New  Revenue 
■ . . Projected  PCI  without 
Dedicated  New  Revenue 
Historical  PCI 


Transportation  2030  will  invest  $42  million  annually  in  street  repaving,  putting  us  on  track  to  improve  the  PCI  to  70  by  2021.  If  this  new 
funding  is  not  added  to  city's  existing  funding  sources,  the  PCI  will  fall  to  59  by  2021. 


CURRENT  FUNDING  SOURCES 

San  Francisco  faces  many  challenges  and  uncertainties  in 
securing  a sustainable,  dedicated  funding  source  for  street 
repaving.  The  projected  allocation  over  the  next  ten  years  tor  road 
repaving  and  maintenance  averages  about  $24  million  per  year. 
That  is  less  than  40%  of  the  funding  needed  to  get  and  maintain  a 
"good"  PCI  score  of  70. 


Street  Resurfacing 
Anticipated  Funding  Sources 


FEDERAL 


OTHER 

LOCAL 


STATE 


■GENERAL 
FUND 


It  can  be  50  times  more  expensive  to 
reconstruct  a street  that  is  in  poor 
condition  than  to  preserve  a street  that  is 
in  good  condition,  investing  in  road  repair 
now  is  the  most  cost-effective  way  to 
give  us  better  roads. 
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Transportation  2030  Program  Description: 

Street  Resurfacing 

The  city's  roadway  system  is  complex  and  streets  deteriorate  over 
time.  Three  major  factors  can  accelerate  deterioration: 

» Heavy  wear  and  tear  - In  San  Francisco,  streets  and  roads 
have  an  average  useful  life  of  14  to  21  years.  Because  a 
street's  lifecycle  depends  on  how  heavily  the  street  is  used  - 
particularly  by  heavy  buses  and  trucks  - a street  with  heavy 
traffic  can  deteriorate  seven  years  sooner  than  a street  that 
carries  lighter  traffic. 


Excavation  - Underneath  our  streets,  there  is  a vast  network 
of  underground  utility  lines,  pipes  and  cables.  Each  time  one 
of  these  utility  lines  or  services  needs  repair  or  replacement, 
utility  companies  must  cut  a trench  in  the  pavement,  leaving 
a vulnerable  spot  in  the  street.  These  vulnerable  spots  in  the 
street  can  reduce  the  road's  life  span. 

Deferred  work  - Without  adequate  funding  in  place,  needed 
repaving  is  often  deferred.  This  increases  the  rate  of  street 
degradation,  including  potholes,  and  greatly  increases  the 
cost  of  repairing  that  street  in  the  future. 


Life  Cycle 
of  the  Road 
Maintenance 


0 ■- 

0 10  20  30  40  50  60  70 

YEARS  IN  THE  LIFE  CYCLE  OF  THE  ROAD 


NO  MAINTENANCE 
Total  cost  = $1,000,000 
per  block 
Average  PCI  = 57 

MAINTENANCE 
Total  cost  = $348,000 
per  block 
average  PCI  = 84 


O Preservation 
9 Repave 
■ Reconstruct 


The  figure  above  illustrates  potential  cost  savings  that  can  be 
realized  through  the  proper  maintenance  cycle  that  preserves  and 
extends  the  life  of  a street.  If  the  appropriate  treatment  is  applied  in  a 
timely  manner,  a street  with  a PCI  of  100  can  be  maintained  overthe 
course  of  two  life  cycles  for  an  average  cost  of  $348,000  per  block 
and  yield  a "good"  average  PCI  score  of  84.  If  this  maintenance 
cycle  is  not  followed  and  a street  is  allowed  to  reach  a point  where 
reconstruction  is  required,  the  cost  of  repair  more  than  triples  to 
$1,040,000  and  results  in  an  "at-risk"  average  PCI  score  of  57. 


The  proposed  funding  from  Transportation  2030  would  enable 
the  city  to  address  approximately  500  additional  street  segments 
annually,  an  increase  from  the  300  segments  that  will  be  addressed 
with  existing  revenue. 
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CRITERIA  FOR  PROJECT  SELECTION  AND  PROJECT 
COORDINATION 

Street  resurfacing  improvements  will  be  equitably  distributed 
among  neighborhoods  and  commercial  districts  throughout  the  city 
using  six  criteria.  Repairs  will  be  implemented  along  contiguous 
blocks  to  ensure  cost  efficiency,  and  the  city  will  develop  a yearly 
priority  list  of  candidate  streets  cross  referenced  with  the  Five-Year 
Excavation  Plan.  This  Five-Year  Plan  is  a schedule  of  anticipated 
street  excavations  coordinated  through  monthly  meetings  with  city 
agencies  and  private  utilities  to  present  projects,  discuss  conflicts, 
and  coordinate  joint  opportunities.  This  coordination  improves  the 
planning  process,  minimizes  disruption  to  the  neighborhood  and 
public  transit,  and  protects  newly  repaved  roadways  from  being  cut 
into  for  routine  maintenance  of  the  utilities. 

The  street  resurfacing  program  prioritizes  projects  based  on  the 
following  criteria: 

» PCI  Score  - The  city's  pavement  management  system 
generates  a list  of  streets  that  have  PCI  scores  below  84. 
Those  streets  are  then  categorized  as  either  requiring 
preservation  treatments  (PCI  70  - 84),  or  requiring  resurfacing 
or  reconstruction  (PCI  69  and  below). 

» Project  Readiness  and  Coordination  with  Utility  Companies 
and  City  Agencies  - Project  readiness  is  primarily  dependent 
on  coordination  with  other  agencies.  To  maximize  use  of 
funds,  priority  will  be  given  to  projects  that  have  utility 
clearances,  which  means  there  will  be  no  planned  work 
underneath  that  street  for  at  least  the  next  five  years.  Those 
projects  that  are  jointly  coordinated  with  other  agencies 
must  synchronize  with  the  planned  paving  project  schedule 
to  facilitate  use  of  the  funds. 

» Multi-modal  Routes  - Project  lists  will  be  divided  and 
categorized  bythe  mode  of  traffic  the  road  carries,  taking  into 
account  Muni  and  bicycle  routes.  Streets  with  high  volumes 


of  transit  and  bicycle  traffic  receive  priority  for  consideration, 
and  the  city  will  collaborate  with  other  agencies  and 
community  organizations  to  determine  how  routes  within  the 
bicycle  network  are  selected  and  prioritized. 

» Equitable  Distribution  Across  the  City  - Geographic  equity  is 
monitored  to  ensure  that  projects  are  distributed  to  all  parts 
of  the  city. 

» Public  Input  - When  the  city  receives  complaints  from  the 
public  on  street  condition,  paving  engineers  investigate, 
evaluate,  and  make  recommendations,  if  the  street  is  found 
to  be  in  need  of  resurfacing,  meets  requirements  for  a paving 
candidate,  and  is  verified  against  the  Five-Year  Plan,  priority 
for  resurfacing  is  considered. 

» Functional  Classification  - Grouping  streets  byfunction  helps 
to  understand  the  nature  of  how  a street  is  used,  as  arterials 
can  carry  heavy  bicycle,  car,  and  transit  traffic,  while  local 
streets  carry  low  volume  residential  traffic. 


DELIVERING  RESULTS 

In  2011,  San  Francisco  voters  passed  the  Road  Repaving 
and  Street  Safety  bond  to  make  a three-year  investment  to 
improve  the  quality  and  safety  of  city  roads.  That  funding 
has  enabled  the  city  to: 

» Resurfaced  a record-high  854  blocks  in  2013, 
touching  one  out  of  every  five  city  blocks 
during  the  three-year  program. 

» Improve  the  city's  PCI  score  from  63  to  66  for 
the  first  time  in  over  a decade. 

» Start  work  on  two  dozen  key  streetscape, 
bicycling,  and  walking  improvement  projects 
all  over  the  city,  plus  another  50  smaller 
safety  projects. 

» Upgrade  or  replace  more  than  1,500  curb 
ramps  to  improve  accessibility. 


It  is  critical  to  continue  the  momentum  of  recent  improvements  to 
perhaps  the  most  important,  most  heavily-used  elements  of  the 
city's  infrastructure:  our  streets  and  roadways.  For  the  first  time  in  | 
a decade,  there  have  been  improvements  in  the  condition  of  our 
streets.  Transportation  2030  would  provide  an  ongoing  funding 
source  for  repaving  and  would  build  on  the  processes  already  in 
place  to  provide  smoother  traveling  and  better  roads. 
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IMPROVED  TRANSIT 

Provide  faster  and  more  reliable  transit 

The  Municipal  Railway  (Muni)  currently  provides  more  than 
;00,000  trips  on  an  average  weekday  and  is  a critical  resource  for 
customers,  residents,  and  visitors  who  depend  on  transit  to  go  to 
work,  to  school,  to  the  grocery  store,  for  recreation,  and  to  visit 
family  and  friends.  All  San  Francisco  residents  live  within  a quarter- 
mile  of  a Muni  route  and  transit  service  is  provided  24  hours  a day. 
Muni's  availability  and  low  fare  options,  among  the  lowest  of  peer 
transit  agencies,  make  public  transit  in  San  Francisco  available 
to  all  and  integral  to  meeting  the  city's  accessibility,  affordability, 
equity,  and  environmental  goals. 

Since  the  1980s,  Muni  routes  and  service  schedules  have  remained 
largely  unchanged,  even  as  residential  and  employment  patterns 
have  shifted.  This  has  created  the  need  to  examine  transit  routing, 
frequency  of  service,  and  the  design  of  transit  infrastructure  in 
orderfor  Muni  to  meet  the  current  needs  of  its  riders.  In  addition  to 
Muni,  regional  transit  providers  such  as  Caltrain  are  experiencing 
growing  ridership  that  impacts  the  transportation  system. 

In  order  to  create  a public  transit  system  that  meets  the  city's 
needs.  Muni  must  make  critical  capital  infrastructure  investments. 
Today,  Muni  service  suffers  because  of  aging  vehicles,  narrow 
and  congested  streets,  and  obsolete  maintenance  facilities. 
Operating  aging  vehicles  and  repairing  them  in  1900s-era  facilities 
has  resufted  in  poor  service  reliability  and  increased  maintenance 
costs.  Older  vehicles  break  down  more  often,  and  the  outdated 
maintenance  facilities  mean  that  repairing  those  vehicles  takes 
longer.  Addressing  traffic  congestion  is  also  crucial  to  improving 
Muni  transit  service.  Congested  roads  caused  by  traffic,  double 
parking,  and  potholes  slow  Muni's  travel  times,  making  Muni  less 
reliable,  more  crowded,  and  more  costly  to  operate. 


Roadway  improvements,  such  as  transit  only  lanes,  transit  signal 
priority,  and  boarding  areas  that  allow  buses  to  board  quickly, 
directly  counteract  congestion  impacts  to  Muni.  These  kinds  of 
improvements  make  Muni  more  reliable  and  reduce  travel  time 
for  Muni  riders.  Ongoing  maintenance  of  Muni's  overhead  wire 
systems  and  rail  lines,  along  with  fleet  and  facilities  upgrades, 
also  improve  Muni  reliability  and  reduce  emergency  repair 
costs.  Improving  safety  and  accessibility  at  Muni  stations  and 
stops  ensures  that  all  riders  are  well-served.  These  investments 
complement  service  changes  identified  by  examining  Muni’s  route 
structure,  collectively  producing  a system  that  is  faster,  more 
reliable,  and  less  crowded.  This  holistic  approach  to  improving 
the  transit  system  also  includes  potential  upgrades  to  Caltrain's 
infrastructure  that  will  improve  reliability. 


MUNI  BY-THE-NUMBERS 
» Over  3 million  hours  of  transit  service  annually 
» Over  700,000  weekday  boardings 
» Approximately  3,500  transit  stops 
» 1,055  service  vehicles  in  the  fleet 
» 75  transit  lines 

» 217  miles  of  overhead  wire  systems 
» Lowest  fares  among  peer  transit  agencies' 


WHAT  DOES  TRANSPORTATION  2030  MEAN  FOR  YOU? 

• 20%  faster  Muni  service  on  the  most  heavily  utilized  lines 

• Fewer  Muni  delays  at  intersections  and  corridors  through  40  miles  of  transit  investments 

• Replace  out-of-date  buses  and  trains  to  improve  service  and  reduce  crowding  for  passengers 
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CURRENT  FUNDING 

The  major  sources  of  funding  for  Muni's  day-to-day  operations 
come  from  the  City  and  County  of  San  Francisco's  General  Fund, 
passenger  fares,  parking  revenues,  and  various  fees  and  fines.  The 
SFMTA  also  receives  a portion  of  the  state  sales  tax  on  diesel  fuel 
to  support  its  operations. 

The  SFMTA  also  receives  grants  for  major  investments  in  vehicles, 
equipment,  and  infrastructure  from  federal,  state,  and  local  funding 
sources.  Local  funding  from  San  Francisco's  Proposition  K Sales 
Tax  is  available  for  transit,  paratransit,  streets  and  traffic  safety, 
and  transportation  systems  management.  However,  these  grants 
are  not  dedicated  funding  for  the  SFMTA,  and  their  consistent 
continued  support  is  uncertain.  In  addition  to  the  uncertainty  of 
capital  funding,  the  need  for  capital  funding  far  surpasses  the 
availability  of  these  grants,  and  the  SFMTA  is  looking  for  new  ways 
to  fund  the  capital  improvements  that  are  essential  to  supporting 
current  and  future  transportation  needs. 

Transportation  2030  Program  Description:  Muni 
Forward  - Rapid  Network  Improvements 
Developed  through  the  extensive  Transit  Effectiveness  Project 
planning  effort  which  included  several  years'  of  data  collection, 
intensive  assessment,  and  public  outreach  efforts,  the  Rapid 
Network  Improvement  projects  will  restructure  transit  service  on 
Muni's  high  ridership  lines  to  improve  efficiency  and  connectivity. 
This  program  consists  of  targeted  engineering  improvements 
designed  to  minimize  transit  service  delays  at  key  intersections 
and  along  the  Rapid  Network,  the  busiest  transit  corridors  in  the 
city.  Street  design  engineering  tools  that  reduce  travel  time,  ensure 
safer' transit  operations,  and  improve  accessibility  on  the  busiest 
transit  routes  include:  lane  modifications,  traffic  signal  and  stop  sign 
changes,  transit  stop  changes,  parking  and  turn  restrictions,  and 
pedestrian  improvements.  The  Rapid  Network  Improvements  will 
make  Muni  approximately  20%  faster  and  significantly  more  reliable 
on  its  most  heavily  used  corridors,  meaning  that  a daily  customer 
could  save  over  an  hour  of  their  week  with  these  improvements. 

CRITERIA  FOR  PROJECT  SELECTION 
In  an  effort  to  improve  service  efficiency  and  effectiveness,  respond 
to  changing  travel  patterns,  and  meet  standards  set  in  the  City 
Charter,  the  SFMTA  and  the  San  Francisco  Office  of  the  Controller 
launched  a comprehensive  detailed  analysis  of  existing  travel 
patterns  and  a revievv/ of  service  options.  As  part  of  the  assessment, 
SFMTA  developed  detailed  proposals  for  the  busiest  corridors. 

The  prioritization  of  the  Muni  Forward  Rapid  Network  Improvements 
involved  consideration  of  a variety  of  factors,  including: 

» How  the  project  would  benefit  transit  riders  (e.g.  time  saved 
per  customer). 

» Benefits  to  low  income  and  minority  neighborhoods. 

» Pedestrian  and  transit  safety  issues. 


The  SFMTA  also  considered  coordination  opportunities  and 
constraints  with  ongoing  projects  in  order  to  be  cost  effective  and 
efficient  in  implementation,  including: 

» Opportunities  to  integrate  with  related  planning  studies 
through  the  San  Francisco  Planning  Department  and  San 
Francisco  County  Transportation  Authority. 

» Opportunities  to  integrate  with  construction  efforts  and  the 
Department  of  Public  Works'  Five-Year  Paving  Plan. 

» Equitable  geographic  distribution  of  improvements  to  the 
street  and  transit  routes. 

Because  these  proposals  often  affected  the  travel  lanes  and  public 
space  of  the  city's  busiest  corridors,  more  than  one  alternative 
was  typically  proposed  at  the  most  contentious  locations,  each 
balancing  different  stakeholder  needs  and  interests.  The  precise 
components  of  the  capital  improvements  that  will  be  implemented  ; 
under  the  Muni  Forward  Program  will  be  decided  by  the  SFMTA  I 
Board  of  Directors.  They  will  consider  the  details  of  the  project  , 
proposals,  the  results  of  the  environmental  impact  analysis,  and  the  , 
community's  needs  and  concerns  in  their  decision. 

Below  are  a few  examples  of  transit  lines  that  will  benefit  from  ; 
the  Rapid  Network  Improvements.  All  of  the  proposals  described 
below  will  assist  customers  with  all-door  boarding,  provide  space 
for  transit  shelters  and  other  customer  amenities,  improve  safety  of  , 
people  walking  by  making  the  crossing  distance  shorter,  and  make  : 
people  crossing  the  street  more  visible  to  people  driving. 


N JUDAH 


The  N Judah  carries  more  than  40,000  daily  customers  on  an 
average  weekday  and  is  often  delayed  by  long  passenger  boarding 
and  alighting  times,  a high  number  of  stop  signs  along  the  route, 
and  areas  of  closely  spaced  transit  stops.  The  Rapid  Network, 
Improvements  for  this  route  consist  of: 

» Replacing  stop  sign-controlled  intersections  with  traffic 
signals 

» Relocating  transit  stops  across  an  intersection  to  take 
advantage  of  transit  signal  improvements 

» Extending  the  sidewalks  and  boarding  islands  attransit  stops 
to  provide  safe  and  more  efficient  passenger  boarding 
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14  MISSION 

The  14  Mission  local  bus  service  is  complemented  by  the  14L 
and  the  14X  routes.  Together,  these  lines  carry  more  than  46,000 
total  customers  on  an  average  weekday.  The  main  causes  of 
delay  to  the  14  Mission  include  long  passenger  boarding  and 
alighting  times,  friction  between  parking  and  loading  vehicles, 
double-parked  vehicles,  getting  stuck  behind  right  turning  cars, 
narrow  lanes,  and  areas  of  closely  spaced  transit  stops.  In  order 
to  reduce  transit  travel  times  and  improve  reliability  within  its 
proposed  Rapid  Network,  the  SFMTA  proposes  a reconfiguration 
of  Mission  Street.  This  redesign  of  the  street  will  reduce  delay  by 
providing  wider  lanes  for  buses  to  travel  and,  in  some  proposals, 
give  the  Muni  buses  exclusive  use  of  a travel  lane.  The  proposed 
reconfiguration  of  Mission  Street  may  include  many  of  the 
following  improvements: 

» Extending  the  sidewalks  and  adding  boarding  islands  at 
transit  stops  to  provide  safe  and  efficient  passenger  boarding 
» Allowing  buses  their  own  green-light  phase  at  intersections 
» Adding  right-turn  lanes 

» Converting  side-running  transit-only  lanes  to  center-running 
transit-only  lanes 
» Increasing  bus  stop  spacing 
» Extending  the  hours  of  existing  left-turn  restrictions 

The  Rapid  Network  Improvements  will 
make  Muni  approximately  20%  faster  and 
significantly  more  reliable  on  its  most 
heavily  used  corridors,  meaning  a daily 
customer  could  save  over  an  hour  of  their 
week  with  these  improvements. 


8X  BAYSHORE  EXPRESS 

The  8X  Bayshore  Express  route  carries  more  than  23,000  daily 
customers  on  an  average  weekday.  The  primary  causes  of  delay  to  this 
route  include  long  passenger  boarding  and  alighting  times,  general 
traffic  congestion  in  certain  locations,  a high  number  of  stop  signs 
along  the  route,  and  areas  of  closely  spaced  transit  stops.  In  order  to 
reduce  transit  travel  times  and  improve  reliability  within  its  proposed 
Rapid  Network,  the  SFMTA  proposes  the  following  measures: 

» Extending  the  sidewalks  at  transit  stops  to  provide  safe  and 
efficient  passenger  boarding 

» Replacing  stop  sign-controlled  intersections  with  traffic  signals 
» Establishing  one  mile  of  transit-only  lanes 
» Increasing  bus  stop  spacing 
» Adding  right-turn  lanes 


5 FULTON 

The  5 Fulton  route  carries  about  19,000  daily  customers  on  an 
average  weekday.  This  bus  route  is  often  delayed  by  closely  spaced 
bus  stops,  traffic  congestion  and  frequent  stop  signs  along  the  route. 
In  order  to  reduce  transit  travel  times  and  improve  reliability  within 
its  proposed  Rapid  Network,  the  SFMTA  proposes  the  following 
improvements  to  this  route: 

» Extending  the  sidewalks  at  transit  stops 
» Replacing  stop  sign-controlled  intersections  with  traffic 
signals 

» Widening  the  travel  lanes 
» Increasing  bus  stop  spacing 
» Adding  right-turn  lanes 
» Adding  peak-period  parking  restrictions 


In  addition  to  the  transit-related  improvements  for  this  corridor,  the 
Rapid  Network  Improvement  program  recommends  adding  safety 
improvements  for  people  walking,  such  as  sidewalk  extensions  at 
intersection  corners  or  refuge  islands  mid-crossing. 
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Transportation  2030  Program  Description: 
Caltrain  Upgrades 

Caltrain  operates  commuter  rail  passenger  service  throughout  the 
Peninsula  Corridor, from  San  Franciscothrough  San  Mateo  and  Santa 
Clara  Counties  to  Gilroy.  The  northern  terminal  is  at  4th  and  King 
Streets  in  San  Francisco  where  there  are  local  connections  to  Muni 
bus  and  rail  services.  Year  after  year,  Caltrain  has  seen  a significant 
growth  in  ridership  and  has  increased  service  where  possible. 
However,  system  capacity  has  now  reached  a point  at  which  large 
service  increases  are  not  feasible  without  significant  upgrades  to 
Caitrain's  signal  systems,  rail  infrastructure,  and  vehicles. 

CRITERIA  FOR  PROJECT  SELECTION 
This  program  would  involve  San  Francisco's  share  of  improvements 
to  Caitrain's  infrastructure  from  San  Francisco  to  Tamien  Station  in 
San  Jose,  including  the  busiestsegments  of  the  rail  line.  The  projects 
funded  by  the  program  will  focus  on  the  infrastructure  investments 
that  will  improve  reliability  along  the  corridor. 

Replace  and  upgrade  out-of-date  buses  and 
trains  to  increase  service  and  reduce  crowding 
As  Muni  buses  and  trains  approach  the  end  of  their  useful  service 
life,  they  fail  more  frequently  and  have  greater  maintenance  needs 
that  result  in  less  dependable  transit  service.  By  establishing 
ongoing  mid-life  rehabilitation  of  the  Muni  buses  and  trains, 
Muni  can  maintain  its  vehicles  in  good  repair,  improve  their 
cleanliness,  and  ensure  that  an  appropriate  number  of  vehicles 
are  in  good  working  order. 

While  Muni  provides  one  of  the  most  cost-effective  and  green 
transportation  alternatives  to  carbon  emitting  private  cars,  the 
system's  buses  and  trains  are  among  the  oldest  of  its  peer  transit 
agencies.^  The  age  of  the  vehicles,  the  hilly  San  Francisco  terrain, 
high  ridership,  and  long  delays  in  service  mean  increased  wear  and 
tear  on  the  vehicles  and  more  frequent  breakdowns.  This  in  turn 
causes  frequent  delays,  overcrowded  vehicles,  and  the  diversion  of 
operating  resources  to  emergency  repair. 


At  the  middle  of  the  vehicle's  lifetime,  manufacturers  recommend 
replacing  and  rehabilitating  the  major  components  of  the  vehicle,  i 
like  engines  and  power  systems,  as  well  as  updating  the  doors  j 
and  steps.  Keeping  Muni's  fleet  of  buses  and  trains  in  good  repair  j 
through  consistent  vehicle  replacement  and  rehabilitation  will  i 
ensure  that  the  transit  system  is  safe  and  reliable  and  will  keep  ' 
vehicles  in  service  on  the  road  instead  of  being  in  the  shop.  j 


WHAT  DOES  TRANSPORTATION  2030 
MEAN  FOR  YOU? 

• More  dependable  transit  service  and  a more 
comfortable  ride 

• Fewer  maintenance-related  Muni  delays  and 
improved  on-time  performance  by  repairing 
buses  and  trains  more  regularly 

• Reduced  commute  time  for  average  daily 
customers 


THE  MUNI  CUSTOMERS 
» 52%  rated  Muni  service  as  good  or  excellent 
» 66%  ride  Muni  5 days  a week  or  more 
» Customers  range  from  affluent  to  very  poor,  but 
the  majority  of  customers  are  low  income 
» 25%  reported  living  in  households  making  less 
than  $15,000  annually 


» Over  60%  live  in  households  making  less  than 
the  City’s  Area  Median  Income 
($71,000  for  family  of  4) 

» 58%  self-identify  as  a minority 
» 42%  use  Muni  to  get  to  work 
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In  addition  to  developing  ongoing  maintenance  programs,  Muni's 
fleet  needs  to  grow  to  ensure  uninterrupted  service,  alleviate  over- 
crowding, and  enable  the  transit  system  to  carry  more  passengers 
as  the  city  grows.  The  SFMTA  could  reduce  crowding  on  popular 
Muni  bus  routes  and  rail  lines  if  more  buses  and  train  cars  were 
available,  but  currently  there  are  not  enough  60-foot  articulated 
buses  and  too  few  train  cars  to  serve  these  routes.  Further,  not  all 
vehicles  have  cameras  and  communication  devices  that  provide 
enhanced  safety  and  communications  with  customers.  New 
vehicles,  in  combination  with  the  proposed  mid-life  rehabilitation 
program  funded  through  Transportation  2030,  will  result  in  a modern 
vehicle  fleet  that  Muni  and  its  customers  can  count  on  to  provide 
reliable  and  comfortable  service. 

CURRENT  FUNDING 

Historically,  the  available  federal  and  local  funding  sources  for 
replacing  vehicles  when  they  reach  the  end  of  their  useful  life 
have  been  sufficient  to  meet  Muni's  needs.  However,  funding  is  not 
available  to  invest  in  the  manufacturer-recommended  mid-life  and 
component  overhauls  needed  to  keep  the  vehicles  in  good  running 
order.  Similarly,  there  are  not  enough  funds  available  to  expand  the 
number  of  transit  vehicles  in  the  fleet  above  the  number  currently  in 
service  today  or  purchase  more  high  capacity  train  cars  and  60-foot 
articulated  buses.  As  a result.  Muni  needs  additional  local  funding 
sources  forthe  necessary  vehicle  rehabilitation  and  fleet  expansion 
that  is  critical  to  meeting  service  frequency  and  reliability  goals. 

Transportation  2030  Program  Description:  Muni 
Forward  - New  Vehicles 

This  funding  will  allow  Muni  to  "upsize"  vehicles  by  replacing  40- 
foot  vehicles  with  60-foot  vehicles,  increasing  the  capacity  of  the 
bus  by  approximately  50%,  and  adding  vehicle  enhancements  such 
as  improved  customer  amenities  and  on-board  cameras  onthe  new 
vehicles  to  improve  the  safety  and  security  of  Muni  passengers.  As 


Nearly  one  third  of  Muni  vehicles  are 
past  their  useful  life,  nnaking  them  prone 
to  frequent  service  breakdowns. 


a result.  Muni  will  be  able  to  serve  more  customers  on  its  most 
popular  and  crowded  routes  without  adding  additional  buses  to 
the  route. 


Increasing  reliability  and  capacity  on  transit  routes  are  not  the 
only  benefits  to  buying  new  vehicles.  Replacing  and  upgrading  the 
vehicle  fleet  will  also  improve  the  city's  air  quality  and  public  health 
by  using  cleaner  fuels  more  efficiently.  Upgrades  will  also  improve 
accessibility  through  new,  improved  vehicles  that  are  low-floor  and 
have  ramps  and  other  customer  service  accommodations. 


NEWVEHICLE  SPECIFICATIONS 


» Fuel-efficient  hybrid  buses  to  reduce  emissions 
» Quieter  buses  to  reduce  noise  pollution  on 
neighborhood  streets 

» Low-floor  buses  to  make  getting  on  and  off  easy 
» State-of-the-art  cameras  to  increase  passenger 
security  while  on  the  bus 
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CRITERIA  FOR  PROJECT  SELECTION 
New  vehicles  are  equitably  distributed  on  routes  throughout  the 
city,  serving  ail  of  San  Francisco's  neighborhoods  and  benefiting 
ail  Muni  riders.  Replacement  of  existing  vehicles  is  done  when 
they  reach  their  functional  life  span,  and  those  with  the  worst 
maintenance  records  are  replaced  first. 

Transportation  2030  Program  Description;  Muni 
Forward  - Vehicle  Rehabilitation 
Due  to  years  of  constrained  budgets,  SFMTA  deferred  the  fleet 
rehabilitation  program  in  order  to  have  enough  money  to  fund 
scheduled  dailytransitservice.  Asa  result,  most  Muni  vehicles  have 
not  received  mid-life  rehabilitations  or  replacement,  which  has  led 
to  reduced  service  reliability  and  frequent,  expensive  emergency 
repairs.  The  need  for  overhauls  of  Muni  buses  is  especially  critical 
due  to  the  high  number  of  passengers  using  the  system,  the  hilly 
terrain,  and  the  vehicle's  frequent  use  for  more  than  20  hours  a day. 
The  proposed  mid-life  rehabilitation  program  goes  far  beyond 
standard  maintenance  and  cleaning  of  the  vehicles.  This  program 
would  completely  overhaul  the  mechanical  components  of  the 
vehicles,  as  well  as  repaint  and  refinish  the  interior  and  exterior  of 
the  vehicles.  This  investment  in  the  vehicle  fleet  will  improve  the 
customer  experience  on  buses  and  trains,  provide  greater  service 
reliability  through  reduced  breakdowns,  and  increase  Muni  service 
through  greater  vehicle  availability. 

CRITERIA  FOR  PROJECT  SELECTION 

Selection  of  vehicles  for  rehabilitation  will  be  based  on  the  age  of 

the  vehicle,  the  intensity  of  service,  and  the  maintenance  service 

record. 


'Upsizing'  vehicles  by  replacing  40-foot 
buses  with  60- foot  buses  increases  the 
capacity  of  the  bus  by  approximately 


50%. 


1 
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Improve  safety  and  accessibility  at  transit  stops 

People  living  in,  working  in,  and  visiting  San  Francisco  may  have 
limited  mobility  or  other  disabilities  that  can  impede  access  to 
transit.  The  construction  of  new  elevators,  escalators,  and  boarding 
islands  will  improve  the  safety  and  accessibility  of  transit  stations 
and  stops  and  allow  for  level  boarding  for  people  with  mobility 
impairments.  These  improvements  benefit  a broad  spectrum  of 
people,  including  seniors,  families  traveling  with  small  children 
in  strollers,  and  people  who  may  be  temporarily  disabled  as  they 
recoverfrom  an  injury.  Currently,  one  in  five  Americans  experiences 
some  kind  of  disability,  and  as  our  life  expectancy  grows,  so  do  the 
chances  that  we  will  need  this  type  of  accommodation  during  our 
lives. 

Along  Market  Street,  Muni  and  BART  maintain  elevators  to  access 
the  underground  transit  stations  both  at  the  Muni-only  stations 
(Forest  Hill,  Castro,  Church  and  Van  Ness)  and  at  the  shared  Muni/ 
BART  stations  (Civic  Center,  Powell,  Montgomery  and  Embarcadero). 
With  the  exception  of  the  Powell  station  that  has  an  additional 
street  elevator,  each  of  the  shared  stations  is  served  by  only  one 
street  elevator  and  one  elevator  from  concourse  to  platform. 

The  elevators  at  the  Metro  stations  are  over  40  years  old,  have 
exceeded  their  useful  lives,  and  are  subject  to  frequent  mechanical 
breakdowns.  Apart  from  elevator  enclosure  upgrades  to  the  street 
elevators  at  the  shared  stations  that  were  completed  in  2010,  there 


have  been  no  significant  upgrades  to  Metro  elevators  since  their 
installation.  When  one  elevator  breaks  down,  the  station  it  serves 
becomes  inaccessible  to  many  people  with  disabilities,  creating  a 
barrier  to  light  rail  transit  access.  In  addition  to  concerns  about  lack 
of  access  due  to  elevator  breakdowns,  passengers  who  rely  on  the 
elevators  have  expressed  concerns  about  their  safety  when  using 
the  platform  elevators  at  Powell  and  Montgomery  Stations.  At  these 
stations,  the  platform  elevators  are  located  in  isolated  areas  at 
the  end  of  long  passageways,  far  from  the  boarding  areas,  making 
users  vulnerable  to  harassment  or  assault 
The  surface  Muni  Light  Rail  System  is  accessible  at  key  stops  that 
are  located  at  transfer  points,  major  destinations,  and  transit  route 
terminals.  Accessibility  for  people  with  disabilities  at  those  stops  is 
provided  with  ramps  and  platforms  to  facilitate  access  to  the  transit 
vehicle.  After  Congress  passed  the  Americans  with  Disabilities  Act 
(ADA)  in  1990,  Muni  conducted  a study  to  identify  the  most  suitable 
locations  for  accessible  light  rail  stops.  The  study  identified  23 
locations  where  new  accessible  stops  should  be  constructed,  or 
where  existing  accessible  platforms  should  be  upgraded  for  ADA 
compliance.  Construction  or  modification  of  these  stops  was 
completed  in  the  1990s,  with  two  more  added  since. 

CURRENT  FUNDING 

Minimal  funding  for  accessibility  improvements  is  available  from 
local  sources  and  competitive  grants. 


WHAT  DOES  TRANSPORTATION  2030  MEAN  FOR  YOU? 

• Improved  navigation  at  transit  stations  and  stops 

• Increased  accessibility  and  comfort  when  using  BART/Muni 
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Transportation  2030  Program  Description:  Muni 
Forward -Accessible  Rail  Stops 
Accessible  Muni  Rail  Stops  provide  access  to  transit  for  people 
with  limited  mobility  where  it  did  not  exist,  making  it  possible  for 
these  individuals  to  use  transit  independently  and  gain  access  to 
employment  and  cultural  centers  in  other  parts  of  the  city.  This 
initiative  will  identify  locations  where  it  is  feasible  to  construct  new 
accessible  light  rail  stops  and  fill  the  large  gaps  between  existing 
accessible  stops  on  the  surface  light  rail  network.  The  construction 
of  these  new  accessible  stops  is  part  of  the  Muni  Forward  program 
to  improve  reliability  and  enhance  customer  amenities. 

CRITERIA  FOR  PROJECT  SELECTION 
The  SFMTA  will  choose  locations  for  accessible  stops  based  on 
the  following  criteria:  number  of  passenger  boardings,  distance 
betoeen  existing  accessible  stops,  whether  the  stop  is  a major 
transfer  point,  and  whether  the  stop  is  a major  activity  center. 

Transportation  2030  Program  Description:  Muni 
Forward  - New  Elevators  and  Escalators 
This  program  will  modernize  the  existing  station  elevators,  providing 
new  cabs,  glass-paneled  doors,  door  operators,  hydraulics,  control 
systems  and  security  cameras.  The  project  will  improve  the 
reliability  of  the  elevators,  helping  to  ensure  that  passengers  with 
disabilities  have  safe,  consistent  and  reliable  access  to  the  Muni 
Metro  system.  It  will  also  involve  construction  of  additional  street 
and  platform  elevators  to  provide  redundancy  in  case  one  goes 
out  of  service,  thus  ensuring  consistent  access  for  people  with 
disabilities  who  require  an  elevator  for  station  access.  The  new 
elevators  will  be  ADA  compliant. 

CRITERIA  FOR  PROJECT  SELECTION 
Locations  for  rehabilitation  and  construction  of  new  escalators  and 
elevators  are  based  on  the  age  of  the  device,  the  intensity  of  its  use, 
and  the  density  of  nearby,  common  destinations. 


Fix  obsolete  Muni  facilities  to  create  | 

productive  working  conditions  and  improve  [ 

vehicle  maintenance  f 

SFMTA  has  26  facilities  that  are  used  to  provide  support  services 
and  maintain,  clean,  store,  and  operate  transit,  maintenance,  and 
enforcement  vehicles.  After  over  100  years  in  operation,  many  of 
SFMTA's  transit  facilities  require  significant  renovation  to  bring 
them  up  to  modern  standards  of  construction  and  seismic  safety.  | 
Additionally,  outdated  layouts  and  structures  have  led  to  serious  ‘ 
constraints  in  the  SFMTA's  capacity  for  maintenance  work,  access 
to  necessary  parts  and  materials,  and  reliable  service  delivery. 

As  SFMTA  enters  its  second  century,  it  is  confronting  significant 
facility  challenges: 

» Aging  and  obsolete  facilities  are  hindering  operations,  with 
certain  facilities  requiring  complete  reconstruction. 

» Key  SFMTA  facilities  could  suffer  catastrophic  damage  in 
an  earthquake,  potentially  rendering  major  portions  of  the  ! 
system  unusable;  the  economic  recovery  of  the  city  would 
require  a fully  functional  transit  system. 

» Facilities  are  operating  over  capacity  and  will  not  be  able  to  j 
accommodate  anticipated  growth  of  the  60-foot  bus  fleet  ! 

In  2013,  the  SFMTA's  Real  Estate  and  Facilities  Vision  established  a j 
plan  and  process  to  rehabilitate  and  reconfigure  SFMTA's  existing 
facilities  to  optimize  operations  and  accommodate  future  operating 
and  fleet  needs. 

CURRENT  FUNDING 

Currently,  the  SFMTA  funds  minor  facility  maintenance  projects  | 
through  Muni  operating  funds  and  revenue  bonds'*  Because  I 
funding  for  facilities  is  not  consistently  available  from  federal, 
state,  and  local  capital  funding  sources,  the  SFMTA  had  to  defer  I 
large-scale  facilities  projects  for  years.  This  has  resulted  in  a j 
network  of  facilities  that  no  longer  adequately  support  the  needs  j 
of  to  day's  fleet. 


WHAT  DOES  TRANSPORTATION  2030 
MEAN  FOR  YOU? 

• Better  maintained  vehicles  with  fewer 
emergency  repairs 

• Storage  for  new,  high-capacity  60-foot  buses 
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Transportation  2030  Program  Description: 
Upgrade  Muni  Facilities 

The  SFMTA  Real  Estate  and  Facilities  Vision  has  mapped  out  a 
sequence  of  projects  that  will  allow  the  SFMTA  to  upgrade  and 
expand  the  Muni  facilities  to  meettheir  needs  without  any  significant 
interruption  to  the  day-to-day  transit  operations  and  maintenance. 


This  program  will  fund  the  initial  design  and  construction  projects 
that  are  necessary  for  initial  implementation  of  the  Real  Estate  and 
Facilities  Vision.  These  projects  may  include  reconfiguration  of 
maintenance  materials  and  parts  storage,  upgraded  and  expanded 
washing  and  fueling  stations,  and  structural  modifications. 


CO 


Reconfiguration  of  maintenance  materials  and  parts  storage:  Install  new 
ventilation  systems,  doors,  elevators,  and  security  systems  to  secure 
facilities;  reconfigure  materials  to  use  space  more  efficiently. 


Upgraded  and  expanded  washing  and  fueling  stations;  In  order  to  wash 
and  maintain  the  larger  vehicles,  some  facilities  may  be  expanded  to 
allow  for  the  new  vehicles  to  travel  easily  through  the  maintenance  areas. 
The  installation  of  upgraded  equipment  and  machinery  will  also  improve 
the  working  environment  by  providing  more  effective  and  modernized 
equipment  that  reduces  water  consumption  and  efficiently  utilizes 
necessary  cleaning  chemicals. 


Structural  modifications:  This  work  may  require  raising  the  structural 
ceiling  beams  of  some  facilities  to  accommodate  vehicles  when  lifted  for 
maintenance.  Additional  structural  improvements  will  widen  the  buildings 
and  vehicle  storage  areas  to  accommodate  the  larger  buses  traveling 
through  the  space. 


CRITERIA  FOR  PROJECT  SELECTION 
Facility  upgrade  projects  will  be  selected  based  onthe  recommended 
implementation  sequencing  in  the  Real  Estate  and  Facilities  Vision. 
Solutions  have  been  prioritized  based  on  the  following  criteria: 

» Improvements  needed  to  provide  essential  service 
» Minimizing  negative  impacts  to  Muni  service  while 
renovating  maintenance  facilities 
» Accommodating  the  maintenance  and  storage  needs  of  the 
current  buses  and  trains 
» Increasing  safety  and  security  for  personnel 
» Coordination  with  ongoing  projects  and  the  scheduled 
expansion  of  the  fleet 

» Potential  funding  availability  for  reconfiguration  and 
renovation 

The  schedule  to  upgrade  Muni  facilities  will  be  developed  by 
prioritizing  projects  that  will  build  momentum  and  set  the  stage  for 
coordinated  implementation  over  the  ensuing  years. 


The  SFMTA's  Potrero  Division  is  one  of  the  agency's  oldest. 
As  vehicles  and  maintenance  standards  have  changed,  the 
facilities  have  become  increasingly  dated  and  dilapidated. 
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Invest  in  development  of  critical  capital 
projects  along  key  transit  corridors 
As  the  city  continues  to  grow,  congestion  threatens  the  entire 
transportation  system  by  delaying  Muni  and  making  it  difficult 
for  everyone  to  get  where  they  are  going  on  the  city's  most 
trafficked  routes. 

Major  corridors  such  as  19th  Avenue,  Geary  Boulevard,  Lombard 
Street,  Market  Street  and  The  Embarcadero  are  major  centers 
of  economic  activity,  though  in  many  cases,  the  transportation 
infrastructure  on  them  has  remained  the  same  for  decades. 
Changing  travel  patterns,  increased  cartraffic,  and  growing  demand 
for  trips  by  public  transit,  walking  and  bicycling,  require  evaluation 
and  redesign  of  these  critical  streets. 

The  proposed  Major  Transit  Corridor  Improvement  Program  will 
address  issues  that  lead  to  congestion  for  transit  on  the  major 
streets  so  that  they  can  serve  as  the  anchor  of  the  transit  system. 
This  program  includes  improvements  for  people  bicycling  and 
walking,  like  corner  bulbouts,  pedestrian  countdown  signals, 
lighting,  sidewalk  widening,  dedicated  signals,  bollards,  and  curb 
modifications  in  order  to  define  space  for  ail  users  along  these 
key  corridors. 

CURRENT  FUNDING 

In  order  to  fund  projects  of  all  sizes  that  improve  transit  reliability 
and  access  to  stations  and  stops,  the  SFMTA  relies  on  competitive 
state  and  federal  grants  and  revenues  from  the  city's  sales  tax. 
Local  investment  is  often  needed  to  develop  major  corridor 
upgrade  projects,  as  the  federal  and  state  funding  sources 
typically  only  pay  for  final  design  and  construction.  Investing 
local  funds  like  those  from  Transportation  2030  in  the  preliminary 
planning  and  design  of  these  projects  demonstrates  the  city's 
commitment  to  the  project  and  makes  it  more  competitive  when 
applying  for  grants. 
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WHAT  DOES  TRANSPORTATION  2030 
MEAN  FOR  YOU? 


Ensures  San  Francisco  plans  transit  corridors 
to  accommodate  current  demand  and 
expected  growth 

Funding  for  improvements  to  major  transit 
corridors 
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, Transportation  2030  Program  Description: 
Corridor  Improvement  Program 
The  proposed  Major  Transit  Corridor  Improvement  Program 
upgrades  the  streets  that  anchor  the  transit  system  to  increase 
transit  speed  and  reliability  and  to  ensure  that  people  can  safely 
and  efficiently  move  around  the  city.  In  order  to  have  a flexible, 
j integrated,  and  high  performance  transit  system,  San  Francisco 
t|  : needs  to  continue  to  design  and  build  street  corridors  with  ail  users 
in  mind  to  make  transit  and  private  vehicles  flow  smoothly  and 
I ensure  the  safety  of  people  walking  and  riding  bicycles. 

■i  The  focus  of  this  program  is  to  fund  corridor-wide  projects  that 
i|  encourage  street  interconnectivity  to  create  a comprehensive, 

I integrated,  efficient  and  connected  network  for  all  modes.  This 

j program  would  also  enable  a wide  array  of  safety  and  accessibility 
j improvements  at  Muni  stations  and  stops  that  provide  a better  and 
safer  experience  on  transit,  particularly  for  seniors  and  people  with 
. limited  mobility. 

CRITERIA  FOR  PROJECT  SELECTION 

Projects  to  be  considered  forthis  category  will  be  screened  against 

the  following  criteria; 

» The  Corridor's  Role  in  the  Network;  Projects  in  this  category 
are  expected  to  focus  on  corridors  that  serve  a key  role  in 
the  transportation  system,  with  high  levels  of  travel  demand 
and  significant  impacts  on  the  network's  overall  quality. 

» Community  Planning  and  Support;  Projects  that  derive  from 
community  planning  efforts  and  which  have  significant 
community  support  will  be  prioritized. 

I » Social  and  Geographic  Equity;  Projects  will  be  screened  to 

j ensure  thatthey  collectively  address  social  and  geographic 

inequities,  including  those  related  to  transit  access  and 
I reliability,  safety,  air  quality,  and  crime. 

» Safety;  Projects  which  directly  improve  safety  for  all 
transportation  system  users  will  be  prioritized. 

» Strategic  Plan  Alignment;  Projects  will  be  prioritized 
according  to  their  effectiveness  in  meeting  strategic 
transportation  system  goals,  including  improving:  on-time 
performance;  the  comfort,  attractiveness  and  cleanliness 
of  transit;  accessibility  for  those  with  limited  mobility;  and 
travel  times  for  those  walking,  bicycling,  carpooling,  and 
taking  transit  or  taxis. 

» Environmental  and  Quality  of  Life  Impacts;  Projects  will 
be  considered  for  their  ability  to  improve  the  environment 
and  quality  of  life  in  San  Francisco  through  efficient  transit 
operations  and  maintenance,  reduction  of  pollution  and 
greenhouse  gas  emissions,  and  unnecessary  water  and 
energy  consumption. 


The  specific  corridors  considered  for  the  program  will  be  decided 
by  the  SFMTA  Board  of  Directors,  who  will  consider  the  details 
of  the  project  proposals,  the  results  of  the  environmental  impact 
analysis,  and  the  community's  needs  and  opinions. 


Major  Transit  Corridor  Improvement 
Programs  upgrade  streets  that  anchor  the 
transit  system. 
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SAFER  STREETS 

Improve  pedestrian  safety  through  focused  engineering  efforts  at  high-injury  locations 


Each  year  in  San  Francisco,  approximately  100  people  are  severely 
injured  or  killed  and  800  are  injured  in  traffic  collisions.  People 
walking  are  some  of  the  most  vulnerable  road  users  in  San 
Francisco,  account  for  half  of  all  traffic  fatalities  in  the  city,  and  are 
concentrated  in  specific  areas.  Only  6%  of  San  Francisco  s streets 
account  for  60%  of  severe  and  fatal  injuries  for  people  walking, 
with  seniors  and  children  being  the  most  vulnerable, 
in  2010,  then  Mayor  Gavin  Newsom  issued  Executive  Directive 
10-03,  which  calls  on  the  city  to  reduce  fatal  and  serious  injuries 
to  people  walking  by  25  percent  by  2016  and  50  percent  by  20211 
The  Pedestrian  Safety  Task  Force  was  formed  in  response,  led  by 
SFMTA  and  the  San  Francisco  Department  of  Public  Heafth  (SFDPH). 
The  Task  Force  is  comprised  of  key  city  agencies  including  the 
Planning  Department,  the  County  Transportation  Authority  (SFCTA), 
Department  of  Public  Works  (SFDPW),  the  Police  Department  and 
the  District  Attorney's  Office,  as  well  as  community  stakeholders 
including  Walk  San  Francisco,  members  of  the  Pedestrian  Safety 
Advisory  Committee,  and  the  Senior  Action  Network. 

WHAT  DOES  TRANSPORTATION  2030 
MEAN  FOR  YOU? 

• Increased  safety  while  walking  throughout 
San  Francisco 

• Improved  access  for  seniors  and  people  with 
limited  mobility 

• Family-friendly  walking  routes  and  safer 
routes  to  schools 

• Lower  citywide  costs  related  to  injuries, 
currently  estimated  at  $15  million  annually 


The  Pedestrian  Safety  Task  Force  developed  the  Pedestrian  Strategy  ; 
which  examined  current  conditions  and  proposed  recommendations 
for  near-  and  long-term  actions  and  funding  sources  to  improve 
safety  and  walkability.  They  found  that  70  miles,  or  six  percent,  of 
the  city's  streets  account  for  55  percent  of  the  total  injuries  and  60 
percent  of  the  severe  and  fatal  injuries  that  occurred  in  2005-2011. 
The  most  common  causes  of  these  injury  collisions  were  vehicle 
speed,  failure  to  yield,  and  left  turning  vehicles. 

The  Task  Force  collaborated  with  an  existing  group  of  city  agency 
staff  and  community  stakeholders  called  WalkFirst,  and  employed  | 
their  data  driven  process  to  prioritize  the  capital  improvements 
needed  over  the  next  five  years  to  make  the  city  a safer  place  to  I 
walk.  WalkFirst  reviewed  existing  city  crash  data,  documented 
findings,  analyzed  risk  factors  that  cause  collisions,  and  studied 
which  countermeasures  are  most  cost  effective  at  improving  safety  i 
conditions  for  people  walking.  City  staff  then  used  existing  data  to 
prioritize  where  to  make  targeted  safety  improvements,  address 
neighborhood  injury  inequities,  and  improve  walking  conditions  for 
seniors  and  people  with  limited  mobility. 

WalkFirst  and  the  Pedestrian  Safety  Task  Force  have  continued 
beyond  initial  planning  and  analysis  and  have  developed  a toolbox  of 
proven  measures  that  can  be  leveraged  to  reduce  serious  injuries  and 
fatalities  through  focused  investment  at  the  high-priority  locations. 

CURRENT  FUNDING 

Current  project  funding  does  not  adequately  provide  the  necessary 
resources  to  construct  the  capital  projects  recommended  by 
WalkFirst  and  the  Pedestrian  Strategy.  The  SFMTA  receives  limited 
funding  from  the  Proposition  K sales  tax  and  SFMTA  Revenue  bonds 
which  will  only  cover  a small  portion  of  the  total  need  of  all  three 
phases  of  WalkFirst 


CAUSES  OF  INJURYTO  PEOPLE  WALKING  IN  SAN  FRANCISCO 


Each  year  in  San  Francisco  approximately  100  people 
are  severely  injured  or  killed,  and  800  are  injured. 
Injuries  and  deaths  of  people  walking  are 
concentrated  in  specific  areas.  Only  6%  of  San 
Francisco's  streets  account  for  60%  of  severe  and  fatal 
injuries  to  people  while  walking. 

Vehicle  speeds  kill.  Higher  vehicle  traffic  speeds 
increase  the  likelihood  of  fatalities  for  people  walking; 
10%  at  25  mph,  and  50%  at  40  mph. 


» Left  turns  disproportionately  contribute  to  injuries. 

27%  of  vehicles  were  turning  left  when  hitting  a person 
walking,  10%  were  turning  right,  35%  were  traveling 
through,  and  the  rest  were  backing  up,  entering  traffic,  etc. 

» Seniors  and  children  are  the  most  vulnerable. 

People  over  64-Years-old  are  five  times  more  likely  to 
sustain  fatal  injuries  in  a collision. 

» Medical  costs  of  healing  the  injuries  of  people 
hit  while  walking  are  approximately  $15  million 
a year.  76%  of  costs  are  paid  by  public  funds  or  the 
patient  directly. 
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Transportation  2030  Program  Description: 
Improvements  to  the  Walking  Environment 
This  program  will  use  the  WalkFirst  toolbox  of  treatments  to  construct 
capital  improvements  on  San  Francisco's  neighborhood  streets  to 
create  a safer,  more  welcoming  environment  for  walking.  Capital 
projects  will  be  designed  and  built  to  most  effectively  address 
the  specific  issues  present  at  each  intersection  or  corridor  in  San 
Francisco.  Examples  of  projectsthatyou  may  see  in  your  neighborhood 
include:  refuge  islands,  speed  tables,  or  corner  curb  bulb-outs. 

CRITERIA  FOR  PROJECT  SELECTION 

The  investment  and  improvement  in  the  walking  environment  will 

address  the  most  critical  needs  of  the  city  first. 


To  prioritize  the  WalkFirst  network,  each  intersection  received  a 
score  based  upon: 

» Number  of  severe  and  fatal  injuries  to  people  walking  over 
a five-year  period 

» Number  of  injuries  to  older  adults  (over  65) 

» Number  of  injuries  to  children  (under  17) 

» A social  equity  metric  related  to  the  Metropolitan 
Transportation  Commission's  "Communities  of  Concern" 

The  following  map  reflects  the  city's  ongoing  efforts  to  match 
investment  to  locations  with  the  greatest  need  based  on  the  level  of 
activity  and  collision  history. 


San  Francisco's 
Safety  Streets 

High  Injury  Corridors  are  streets 
where  high  numbers  of  pedestrian 
injuries  occur. 

Some  intersections  do  not  fit  into 
corridors  but  may  have  specific 
challenges  that  warrant  special 
attention. 

WalkRrst  will  identify  patterns  of 
collisions  and  effective  strategies  to 
reduce  pedestrian  injury. 


(Source:  SFDPH) 


Refuge  islands  are  protected  areas  where  people  may  safely  pause  or  wait  while  crossing  a street.  These 
projects  generally  cost  $28,000  to  construct  and  take  1-2  years  to  plan,  design,  legislate,  and  build. 


A speed  table  is  a raised  area  in  the  roadway,  extending  to  eitherthe  curb  orthe  edge  of  the  parking 
area.  Raised  crosswalks  are  speed  tables  outfitted  with  crosswalk  markings  and  signs,  providing  people 
walking  with  a level  street  crossing.  These  projects  generally  cost  $36,000  to  construct  and  take  1-2  years 
to  plan,  design,  legislate,  and  build. 


gj  A corner  curb  bulb-out,  or  sidewalk  extension,  extends  the  sidewalk  into  the  roadway,  often  occupying 

S the  parking  lane.  Bulb-outs  narrow  the  roadway  and  provide  additional  space  for  walking  at  key  locations. 

2 These  projects  generally  cost$1 10,000  to  construct  for  bulbs  at  one  corner  and  take  1-2  years  to  plan, 

design,  legislate,  and  build. 
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Muni  Forward  andWalkFirst 
Synergies 

The  significant  community  engagement 
and  data  analysis  done  through  the 
WalkFirst  and  Muni  Forward  - Rapid 
Network  Improvements  planning  efforts 
have  resulted  in  the  identification  of 
priority  locations  in  need  of  capital 
investment.  As  shown  in  the  map,  several 
of  these  priority  corridors  overlap,  and 
the  city  is  committed  to  coordinating  the 
design  and  construction  efforts  of  these 
programs  in  order  to  create  a better 
transportation  system  for  all  users. 


Install  modem  traffic  signals  to  improve  safety 
and  mobility 

In  order  to  more  effectively  manage  traffic  congestion  in  the  city 
and  improve  the  overall  reliability  of  the  transit  system,  the  city  must 
replace  obsolete  and  deteriorating  traffic  signal  infrastructure. 
Traffic  signals  are  made  up  of  three  major  components,  with 
varying  useful  lives  - a signal  controller,  underground  conduit 
infrastructure,  and  the  actual  signal  and  mast  arm.  The  entire 
signal  has  a useful  asset  life  of  21  years,  after  which  the  signals 
are  severely  deteriorated  and  technologically  obsolete. 

This  projectwill  notonly  maintain  and  replace  existing  signals, itwill 
also  allow  for  the  installation  of  new  technology  to  the  traffic  signal 
system.  These  smart  tools  enable  real-time  traffic  management 
to  minimize  congestion  and  improve  mobility  for  people  driving. 
Upgraded  signals  also  enable  transit  signal  priority  on  streets  that 
have  Muni  service.  Additionally,  when  traffic  signals  are  upgraded, 
the  SFMTA  is  able  to  install  or  upgrade  pedestrian  countdown  and 
audible  signals  at  intersections  at  the  same  time,  improving  safety 
for  all  users  in  a very  cost  effective  manner. 


CURRENT  FUNDING 

Current  funding  to  upgrade  traffic  signals  has  resulted  in  an  average 
replacement  every  95  years,  far  exceeding  the  target  of  every  21 
years.  Ongoing  funding  for  traffic  signals  identified  in  the  Proposition 
K Sales  Tax  program  is  roughly  $3  million  per  year.  One-time  funding 
from  the  SFMTA  Revenue  Bond  is  helping  to  make  a small  dent  in  the 
backlog  of  signal  upgrades,  but  even  with  those  sources  combined, 
the  need  far  surpasses  the  available  funding. 


WHAT  DOES  TRANSPORTATION  2030 
MEAN  FOR  YOU? 

• Improved  safety  when  crossing  the  street 

• Faster  Muni  service 

• Reduced  congestion  and  increased  ease  of 
driving  throughout  the  city 
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Transportation  2030  Program  Description: 

Traffic  Signal  Improvements 

The  city  has  an  ongoing  program  to  replace  and  upgrade  the  most 
deteriorated  or  obsolete  signal  hardware  for  over  1,100  signalized 
intersections,  including  the  controllers  and  foundations,  vehicle  and 
pedestrian  signal  lights,  poles,  conduit,  pull  boxes,  wiring  and  loop 
detectors.  The  goal  of  this  program  is  to  update  the  traffic  signals 
and  operations  to  improve  visibility  of  the  signals  and  the  overall 
safety  and  efficiency  of  the  roadway. 

The  installation  of  Pedestrian  Countdown  Signals  (PCS)  and 
Audible  Pedestrian  Signals  (APS)  along  with  the  upgraded  signals 
will  dramatically  improve  safety  for  people  crossing  streets  in  San 
Francisco.  Pedestrian  Countdown  Signals  have  shown  to  be  effective 
in  reducing  the  percentage  of  people  remaining  in  the  crosswalk 
at  the  beginning  of  the  conflicting  vehicle  green  light,  reducing  the 
potential  for  collisions.  The  countdown  feature  of  the  PCS  is  helpful 
for  people  to  discern  whether  there  is  enough  time  left  in  a signal 
cycle  to  cross  the  intersection  safely. 

In  addition  to  reducing  traffic  congestion  and  increasing  safety 
and  visibility  of  the  traffic  signals,  this  program  will  also  benefit  the 
visually  impaired.  Blind  and  visually  impaired  people  usually  have 
difficulty  taking  advantage  of  the  traffic  and  countdown  signals. 
The  APS  chirps  to  notify  the  visually  impaired  and  blind  that  the 
APS  signal  is  present  at  an  intersection.  The  specific  APS  chirps 
are  activated  on  both  ends  of  the  crosswalk  to  guide  the  visually- 
impaired  person  through  the  specific  angle  in  the  intersection.  This 
is  especially  important  in  San  Francisco  where  many  intersections 
are  angled,  multi-leg,  and  difficult  to  cross. 

Upgraded  Pedestrian  Countdown  Signals 
will  dramatically  improve  safety  for 
people  crossing  streets  in  San  Francisco. 


CRITERIA  FOR  PROJECT  SELECTION 

Funds  for  traffic  signal  improvements  will  be  distributed  based  on 

established  criteria  that  include  the  following: 

» Replace  Obsolete  and  Deteriorating  Infrastructure  - 
A primary  goal  of  the  program  is  to  improve  the  crty's 
obsolete  traffic  signals  and  the  overall  effectiveness  of  the 
transportation  system.  Priority  will  be  given  to  corridors  with 
obsolete  and  deteriorating  infrastructure. 

» Priority  Transit  Network  - By  replacing,  upgrading  and 
retiming  traffic  signals  on  transit  corridors,  cars,  buses,  and 
trains  can  flow  through  intersections,  reducing  delays  and 
congestion  at  traffic  signals  and  speeding  up  travel  time 
overall. 

» High  Traffic  Volumes  - Signal  infrastructure  upgrades 
benefit  corridors  that  carry  a high  amount  of  traffic  involving 
different  types  of  transportation.  Traffic  flow  in  these  high 
volume  corridors  is  the  most  susceptible  to  slow  downs  due 
to  traffic  incidents,  breakdowns  or  emergencies. 

» Emergency  Routes  - Priority  will  also  be  given  to  streets 
and  roadways  that  are  part  of  the  Emergency  Priority 
Routes  network.  These  are  routes  designed  to  facilitate  the 
movement  of  emergency  response  personnel  and  resources 
in  the  event  of  a major  emergency,  such  as  an  earthquake  or 
other  major  disaster. 

» Joint  Projects  - Coordinating  project  planning,  design,  and 
construction  with  utilities,  the  state,  and  other  local  agencies 
•helps  to  reduce  overall  project  costs,  makes  better  use  of 
project  resources,  and  minimizes  disruption  of  traffic.  To 
the  extent  possible,  improvements  requiring  roadway 
excavations  (e.g.,  interconnect  conduits)  will  be  jointly 
coordinated  to  minimize  excessive  street  excavations  and 
disruptions. 
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Build  "Complete  Streets"  that  enable  safe, 
convenient  and  comfortable  travel  for  all  users 
and  provide  safer,  well-defined  bikeways 
Streets  make  up  approximately  25  percent  of  San  Francisco's 
public  land  area,  more  space  than  the  city's  public  parks. 
While  road  improvements  to  the  driving  surface  are  important 
to  cars  and  transit,  complementary  improvements  enhance  the 
environment  of  those  who  get  around  on  foot  or  bicycle.  San 
Francisco's  Better  Streets  Plan  calls  for  streets  to  be  updated 
to  incorporate  the  needs  of  people  with  disabilities,  walking  and 
bicycling  as  well  as  transit  and  car  traffic.  Many  improvements 
in  the  Better  Streets  Plan  are  relatively  inexpensive,  and  it  is 
most  cost-effective  to  make  these  improvements  in  conjunction 
with  already  scheduled  work,  such  as  street  repaving.  However, 
without  a dedicated  funding  source  to  make  such  improvements, 
opportunities  to  coordinate  enhancements  with  planned  work  are 
often  lost  due  to  insufficient  funds. 

The  passage  of  the  2011  Road  Repaving  and  Street  Safety  Bond 
was  an  opportunity  for  the  city  to  make  a commitment  of  funds  to 
implement  the  Complete  Street  projects  called  for  in  the  Better 
Streets  Plan.  City  agencies  worked  together  with  neighborhoods 


to  identify  opportunities  to  make  improvements,  such  as  restriping 
bicycle  lanes,  re-opening  closed  crosswalks,  adding  underground 
conduitfor  Pedestrian  Countdown  Signals,  and  low-cost streetscape 
beautification  projects  as  part  of  repaving  projects.  These 
coordinated  projects  minimize  disturbances  to  neighborhoods  and 
save  taxpayer  dollars  by  avoiding  the  need  for  a second  construction 
contract  to  add  walking  or  bicycle  enhancements. 

In  addition  to  making  coordinated  enhancements  to  the  streetscape 
to  improve  the  walking  environment,  the  city  can  use  the  same 
opportunities  to  implement  new  and  refresh  existing  bicycle 
facilities.  Creating  space  for  people  on  bicycles  will  grow  in 
importance  as  the  population  of  San  Francisco  grows  and  increases 
in  density.  Traffic  congestion  will  grow  unless  the  city  is  thoughtful 
and  efficient  about  use  of  the  limited  public  right-of-way.  Currently, 
3.5  percent  of  all  trips  are  made  by  bicycle  on  a fragmented  bicycle 
network.  As  more  people  use  bicycles  to  get  around  the  city,  it  is 
important  that  the  streets  of  San  Francisco  are  safe  and  accessible 
for  everyone.  Additionally,  as  use  of  the  system  grows,  the  bicycle 
network  will  need  to  be  expanded,  and  bicycle  parking  spaces  will 
need  to  be  added. 


WHAT  DOES  TRANSPORTATION  2030  MEAN  FOR  YOU? 

• Complete  Streets  for  walking,  bicycling,  transit  and  safe  driving 

• Well-defined  bikeways  and  travel  lanes  that  improve  safety  for  all 


COMPLETE  STREET  PROJECTS 


Complete  Street  projects  in  San  Francisco  are  largely  implemented  with  one-time  funding  sources,  such  as  federal  grants  or 
bonds.  Local  funding  plays  a key  role  in  delivering  such  projects  by  matching  grants  or  funding  portions  of  work  the  grant  does 
not  cover.  Two  examples  of  Complete  Street  projects  on  Jefferson  Street  and  Leland  Avenue,  pictured  above,  have  made  walking 
and  biking  commercial  corridors  safer  and  more  enjoyable. 
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In  order  to  guide  the  enhancement  of  the  bicycle  network  in  San 
Francisco,  the  SFMTA  completed  the  draft  Bicycle  Strategy  in  2013. 
This  strategy  analyzed  the  level  of  comfort  of  the  existing  bicycle 
network  and  the  potential  demand  for  new  infrastructure.  It  also  set 
the  direction  and  policy  targets  to  make  bicycling  a part  of  everyday 
life  in  San  Francisco.  The  agency  then  employed  a data  driven 
process  coupled  with  community  engagement  to  identify  future 
citywide  bicycle  projects. 

By  balancing  the  needs  of  all  users  and  making  streets  safe, 
convenient,  and  comfortabie,the  city  can  help  create  a vibrant  livable 
space  for  the  residents,  workers  and  visitors  to  San  Francisco. 

CURRENT  FUNDING 

Due  to  a lack  of  dedicated  funding  sources,  funding  "Complete 
Streets"  projects  typically  relies  on  coordination  with  adjacent 
projects.  In  recent  years,  however,  this  has  started  to  change 
and  there  have  been  one-time  commitments  for  this  type  of  work 
under  the  2011  Streets  Bond  and  through  the  city's  General  Fund. 
Additionally,  the  SFMTA  and  Public  Works,  in  collaboration  with 
the  San  Francisco  County  Transportation  Authority  (SFCTA),  have 
included  a small  amount  of  dedicated  funding  in  each  Expenditure 
Plan  category  of  the  draft  2014-2019  Proposition  K (Sales  Tax 
revenue)  5-  Year  Prioritization  Program.  While  these  projects  are 
inexpensive,  these  recent  investments  amount  to  only  a fraction  of 
the  total  need. 


Transportation  2030  Program  Description: 

Better  Streets  Plan  Implementation 
If  new  revenue  is  secured  for  road  resurfacing,  more  than  800  city 
blocks  will  be  repaved  each  year.  Department  of  Public  Works  and 
Mayor's  Office  on  Disability  also  construct  approximately  400  corner 
curb  ramps  at  priority  locations  across  the  city  each  year.  Each  of 
these  construction  projects  presents  an  opportunity  to  improve  the 
streetscape.  If  the  conditions  warrant  it,  the  cost-effective  Complete 
Streets  elements  could  be  added  to  the  project  to  ensure  that  the 
finished  project  maximizes  the  benefits  to  all  users.  In  addition, 
these  funds  will  be  used  strategically  on  larger  corridor  projects 
when  additional  local  funding  is  necessary  to  deliver  the  project 
elements  preferred  by  the  community. 

The  Better  Streets  Plan  Implementation  Program  leverages  existing 
and  ongoing  investments  to  improve  the  travel  experience  for  people 
walking  and  cycling  in  the  city.  These  improvements  include  curb 
bulbs,  raised  crosswalks,  tighter  corner  radii  (which  slow  down 
turning  vehicles),  and  installing  and  extending  median  islands.  This 
program  also  includes  installing  basic  infrastructure  to  decrease 
the  cost  of  future  projects,  such  as  underground  signal  conduit  for 
future  pedestrian  countdown  signals.  This  program  will  provide 
improvements  in  the  public  right-of-way  that  align  with  current  and 
future  user  needs  including  increased  safety  from  injuries  and  crime, 
enhanced  accessible  path  of  travel,  and  improved  access  to  transit. 
Examples  of  projects  in  your  neighborhood  include  enhancing 
crosswalk  markings,  opening  closed  crosswalks,  improving  the 
sidewalks  and  corners  of  intersections,  and  painted  bicycle 
buffer  zones. 


UJ 


Enhancing  crosswalk  markings  and  opening  closed  crosswalks  increases  visibility  and 
makes  street  crossings  shorter  and  more  convenient  for  people  walking. 

» Approximate  Cost:  S4,500  per  intersection 

» Planning  and  Design  Time:  2 months,  construction  timeline  coordinated  with  paving 
schedule 


Improving  the  sidewalks  and  corners  of  intersections  makes  people  walking  and 
crossing  the  street  more  visible  to  vehicles,  slows  turning  vehicles,  and  shortens  the 
crossing  distance  at  intersections. 

» Approximate  Cost:  $100,000  per  corner 

» Planning  and  Design  Time:  2 months,  construction  timeline  coordinated  with  paving 
schedule 


Painted  bicycle  buffer  zones  utilize  space  on  wider  streets  to  provide  a separation  of 
existing  bicycle  facilities  from  traffic. 

» Approximate  Cost:  $3,000  per  block 

» Planning  and  Design  Time:  2 months,  construction  timeline  coordinated  with  paving 
schedule 
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CRITERIA  FOR  PROJECT  SELECTION 
Fully  implementing  the  Better  Streets  Plan  at  all  locations  with 
planned  work  would  require  more  funding  than  is  currently  available. 
To  maximize  the  benefit  of  investments,  locations  for  improvements 
will  be  prioritized. 

Safety  is  the  first  priority.  After  safety  considerations,  a list  of 
locations  for  possible  Better  Streets  Plan  Implementation  projects 
will  be  developed  based  on  planned  repaving  and  the  curb  ramp 
work  associated  with  the  American  with  Disabilities  Act  (ADA). 
Project  locations  will  also  be  evaluated  on: 

» Project  Readiness:  Evaluated  based  on  the  project's  level  of 
design  and  legislative  clearance. 

» Economic  Growth  for  Neighborhoods:  Evaluated  based  on 
the  project's  ability  to  improve  neighborhood-serving  retail, 
including  facilitating  goods  movement  and  delivery. 

» Future  Growth:  Evaluated  based  on  the  project's  proximity  to 
expected  increased  density  of  jobs  and  housing. 

» Geographic  Equity:  Evaluated  on  an  equitable  distribution  of 


Separated  bikeways:  Create  dedicated  paths  for  people  biking  that  improve  safety  for  all 
street  users 


Spot  Improvements:  Improve  pinch  points  in  the  bicycle  network  to  improve  safety  and 
connectivity 


Bicycle  Parking:  Provide  safe  and  secure  places  to  leave  bicycles  near  residences, 
workplaces,  commercial  areas,  parks  and  other  destinations 


Transportation  2030  Program  Description: 
Bicycle  Network 

Many  existing  bicycle  routes  will  be  upgraded  to  increase  the  safety, 
comfort  and  accessibility  of  bicycling  as  a mode  of  transportation. 
Specific  routes  have  been  identified  for  upgrades  as  part  of  a data- 
driven  process  outlined  in  the  SFMTA  Bicycle  Strategy  and  described 
in  further  detail  in  the  following  section.  These  improvements  will 
make  bicycling  in  the  city  easier  and  can  make  it  more  attractive 
than  traveling  by  car  or  on  crowded  transit  vehicles. 

As  the  popularity  of  bicycling  grows,  so  does  the  need  to  establish 
clear  rights-of-way  for  people  bicycling  to  improve  safety  and  make 
the  roads  easy  to  navigate  for  all  users.  Upgrades  of  the  bicycle 
network  will  be  performed  citywide  and  will  engage  the  community 
to  determine  design  network  improvements  that  best  serve  their 
neighborhood. 

Examples  of  neighborhood  projects  include  separated  bikeways, 
spot  improvements,  and  bicycle  parking. 


TRANSPORTATION  2030  » PROGRAM  DESCRIPTIONS  » SAFER  STREETS 


TRANSPORTATION  2030  | 31 


CRITERIA  FOR  PROJECT  SELECTION 
As  part  of  the  recent  Bicycle  Strategy,  the  SFMTA  measured  the 
level  of  traffic  stress  along  every  street  in  the  bicycle  network. 
Level  of  Traffic  stress  describes  the  level  of  comfort  and  safety 
that  a person  can  expect  to  experience  while  traveling  on  a bike. 
Factors  such  as  the  speed  and  volume  of  adjacent  traffic,  the  level 
of  traffic  control  at  intersections,  and  the  number  of  lanes  on  the 
street  all  influence  the  level  of  traffic  stress. 

The  overall  prioritization  also  drew  on  the  analysis  of  the  following 
data: 

» Network  comfort  factors  like:  proximity  to  rail,  high  speeds, 
wide  roadways,  freeway.  Muni  Rapid  Network  Routes, 
bicycle  crashes,  and  type  of  bicycle  lane  or  path 
» Citywide  demand  analysis  factors  like  proximity  to:  local  and 
regional  transit  options,  bicycle  sharing  stations,  schools, 
commercial  districts,  large  development;  and  current  level 
of  bicycle  commuting,  employee  density,  and  car  ownership 
Once  this  measurement  was  complete,  the  SFMTA  worked  with  a 
variety  of  stakeholders  to  identify  the  core  network  for  improvement 
and  set  the  goals  for  traffic  stress  on  each  street  to  make  sure  that 
the  broadest  spectrum  of  riders  would  feel  safe  traveling  by  bicycle. 
Based  on  community  workshop  input  and  demand  analysis,  the 
SFMTA  will  prioritize  funding  for  projects  according  to  the  following 
breakdown:  45%  highest  demand,  30%  high  demand,  20%  medium 
demand,  5%  lowest  demand.  This  funding  will  include  bicycle  route 
upgrades  and  expansion  opportunities  identified  by  the  public  and 
decided  on  by  the  SFMTA  Board  of  Directors. 


CREDITS/NOTES 

' City  and  County  of  San  Francisco,  Office  of  the  Controller.  City 
Services  Benchmarking:  Public  Transportation.  March  13, 2014 

^ Data  from  on-board  survey  of  -22,000  Muni  customers  administered 
in  2013 

^ City  and  County  of  San  Francisco,  Office  of  the  Controller.  City 
Services  Benchmarking:  Public  Transportation.  March  13, 2014. 
The  SFMTA  issues  revenue  bonds  which  are  paid  back  from  future 
operating  funds. 

® Compared  to  a 2008  baseline  figure 

® Source:  Pedestrian  Safety  Guide  and  Countermeasure  Selection 

System  (PEDSAFE).  http://www.pedbikesafe.org/PEDSAFE/ 

Photo  credits: 

Page  16:  photo  by  Caltrain 

All  other  images  by  the  San  Francisco  Municipal  Transportation 

Agency. 
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INTRODUCTION 

To  better  serve  the  people  of  San  Francisco,  transit  needs  to  be 
faster,  more  reliable,  and  better  aligned  with  current  customer 
needs.  At  the  same  time,  the  city  needs  to  invest  in  its  streets  to 
create  a safer,  more  enjoyable  environment.  This  $500  million 
general  obligation  bond  (GO  Bond),  if  passed,  will  address  the  urgent 
need  to  improve  the  streets  and  safety  for  all  users  and  fund  Muni 
infrastructure  upgrades  for  more  efficient  and  reliable  operations. 
A significant  capital  investment  in  the  transit  system  made  possible 
by  this  GO  Bond  will  improve  service  through  physical  changes 
to  transit  corridors,  improve  safety  and  accessibility  of  the  Muni 


system,  and  jumpstartthe  long-term  renovation  program  of  Muni’s 
maintenance  and  storage  facilities.  This  improved  Muni,  in  turn,  will 
promote  social  equity,  environmental  sustainability,  affordability, 
and  access  to  the  city's  housing,  jobs,  and  recreation. 

These  funds  will  also  create  Safer  Streets  by  improving  the  walking 
and  bicycling  environment  in  the  city  to  reduce  collisions,  improve 
safety  at  intersections,  and  increase  the  comfort  and  accessibility 
of  the  bicycle  network. 


Summary  of  Projects  and  Funding 

Description 

Refer  to  the  Project  Descriptions  starting  on  page  35  for  more  information  on  the  budget  and  schedule  for  each  of  the  programs. 


GO  Bond 


IMPROVED  TRANSIT 

Provide  faster  and  more  reliable  transit 

: » Improve  travel  time  by  20%  on  Muni  Rapid  Network  routes  that  serve  280,000 

; » 40  miles  of  transit  priority  investment,  potentially  saving  customers  up  to  one  hour  per  week  in  travel  time 
I » Reduce  overcrowding  and  improve  service  quality 

I » Contribute  towards  San  Francisco's  share  of  Caltrain  capital  improvements  to  improve  reliability 


Improve  safety  and  accessibility  at  transit  stops 

i » Improve  safety  and  accessibility  at  transit  stations  and  stops  by  investing  in  lighting,  wayfinding,  and  infrastructure  improvements  $30  million 
I » Replace  and  add  more  BART/Muni  elevators  and  escalators  to  increase  accessibility  for  all  users 


; Fix  obsolete  Muni  facilities  to  create  productive  working  conditions  and  improve  vehicle  maintenance 
i » Overhaul  maintenance  bays  to  accommodate  new  buses  and  trains 
I » Upgrade  and  redesign  facilities  to  improve  bus  storage  capacity 
■ » Improve  vehicle  maintenance  resources  to  ensure  buses  and  trains  stay  in  service 


invest  in  development  of  critical  capital  projects  along  key  transit  corridors 

» Plan,  design  and  engineer  strategic,  large-scale  transportation  projects  of  citywide  benefit,  such  as  Bus  Rapid  Transit,  Caltrain  $28  million 
extension,  and  other  key  capital  projects 

SAFER  STREETS 


Improve  pedestrian  safety  through  focused  engineering  efforts  at  high-injury  locations 

I » Prioritize  pedestrian  safety  projects  and  programs  at  locations  with  the  most  severe  pedestrian  injuries  and  fatalities  $68  million 

i » invest  in  quick  and  cost-effective  measures  as  well  as  comprehensive,  permanent  infrastructure 

install  modern  traffic  lights  to  improve  safety  and  mobility 

: » Leverage  more  frequent  traffic  signal  replacement  to  ensure  modern,  reliable  signals  for  all  people  traveling  on  city  streets  $22  million 

' » Install  Pedestrian  Countdown  Signals  to  improve  safety  for  those  walking 


Build  "Complete  Streets"  that  enable  safe,  convenient  and  comfortable  travel  for  all  users  and  provide  safer,  well-defined 
’ bikeways 

I » Build  "Complete  Streets"  with  ail  users  in  mind,  including  those  walking,  riding  a bike,  taking  transit  and  people  with  disabilities; 

coordinate  "Complete  Streets"  projects  with  paving  projects  to  maximize  efficiency 
» Build  up  to  30  miles  of  bicycle  network  upgrades  and  35  miles  of  bicycle  network  expansion,  creating  a safer,  more  well-defined 
bicycle  network  to  reduce  conflict  and  improve  safety  for  all  users 


Totals 


S500 

million 
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PROGRAM  DESCRIPTIONS 

The  following  is  a description  of  the  programs  and  projects  that  would  be  funded  through  this  bond  measure. 


IMPROVED  TRANSIT 

Provide  Faster  and  more  reliable  transit 
The  Municipal  Railway  (Muni)  currently  provides  more  than 
700,000  trips  on  an  average  weekday  and  is  a critical  resource  for 
customers,  residents,  and  visitors  who  depend  on  transit  to  go  to 
work,  to  school,  to  the  grocery  store,  for  recreation,  and  to  visit 
family  and  friends.  All  San  Francisco  residents  live  within  a quarter- 
mile  of  a Muni  route  and  transit  service  is  provided  24  hours  a day. 
Muni's  availability  and  low  fare  options,  among  the  lowest  of  peer 
transit  agencies,  make  public  transit  in  San  Francisco  available 
to  all  and  integral  to  meeting  the  city's  accessibility,  affordability, 
equity,  and  environmental  goals. 

Since  the  1980s,  Muni  routes  and  service  schedules  have  remained 
largely  unchanged,  even  as  residential  and  employment  patterns 
have  shifted.  This  has  created  the  need  to  examine  transit  routing, 
frequency  of  service,  and  the  design  of  transit  infrastructure  in 
order  for  Muni  to  meet  the  current  needs  of  its  riders.  In  addition  to 
Muni,  regional  transit  providers  such  as  Caltrain  are  experiencing 
growing  ridership  that  impacts  the  transportation  system. 

MUNI  FORWARD  RAPID  NETWORK  IMPROVEMENTS 

Muni  Forward's  Rapid  Network  Improvements  will  make  Muni 
approximately  20%  faster  and  significantly  more  reliable  on  its 
heaviest  used  corridors.  Engineering  improvements  that  are 
designed  to  reduce  travel  time  and  ensure  safer  transit  operations 
include;  adding  transit  bulbs/boarding  islands  and  accessible 
platforms;  transit  stop  changes  including  relocating,  adding,  or 
eliminating  stops;  the  addition  of  turn  lanes,  turn  restrictions,  and 
transit-only  lanes;  and  the  removal  of  stop  signs  and  installation  of 
traffic  signals  or  other  traffic  calming  measures  at  intersections. 
These  targeted  improvements  together  result  in  reduced  time  spent 
traveling  on  Muni  by  reducing  delays  caused  at  intersections  and 
from  congestion  along  corridors. 

BUDGET  AND  SCHEDULE 


I 


Program 


Schedule 


Budget 


Muni  Forward  Rapid  Network  Improvements  Design:  Currently  underway 
(Phase  1):  Upgrade  7-9  Muni  Route  Segments  Construction:  2015  - 2016 


Ranges  from  $2  million  to 
S20+  million  per  project 


Muni  Forward  Rapid  Network  Improvements  Design:  2015  - 2016 
(Phase  2):  Upgrade  6-8  Muni  Route  Segments  Construction  2016  - 2018 


Ranges  from  $2  million  to 
S20+  million  per  project 
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CALTRAIN  UPGRADES 

This  program  will  fund  San  Francisco's  share  of  needed 
improvements  to  Caltrain's  infrastructure  from  San  Francisco  to  San 
Jose.  This  investment  will  improve  reliability. 


Improve  safety  and  accessibility  at  transit  stops 

People  living,  working,  and  visiting  San  Francisco  may  have  limited 
mobility  or  other  disabilities  that  can  impede  access  to  transit.  The 
construction  of  infrastructure  like  new  escalators  and  boarding 
islands  will  improve  the  safety  and  accessibility  of  transit  stations 
and  stops  and  allow  for  level  boarding  for  people  with  mobility 
impairments. 

This  program  will  improve  the  reliability  of  the  BART/Muni 
escalators,  helping  to  ensure  that  passengers  have  safe,  consistent 
and  reliable  access  to  the  underground  transit  system. 

BUDGET  AND  SCHEDULE 

Program  Schedule  Budget 

Upgrade  BART/Muni  Design:  Spring  - Fall  2015 

subway  street-level  Construction:  Winter  2015  $30  million 

escalators  -Spring  2016 


BUDGET  AND  SCHEDULE 


Program 

Caltrain  Upgrades 


Schedule 

Design:  Winter  2015 
Construction:  2016  - 2019 


Budget 
$39  million 
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Reconfiguration  of  maintenance  materials  and  parts  storage 


Structural  modifications  to  accommodate  larger  vehicles 
lifted  for  maintenance 

BUDGET  AND  SCHEDULE 


Program 

Schedule 

Budget 

Site  reconfiguration 

Design  and  Construction: 

$8  million 

and  renovation 

2014-  2018 

Major  construction 

Design  and  Construction: 
2015  -2021 

$62  million 

Fix  obsolete  Muni  facilities  to  create 
productive  working  conditions  and  improve 
vehicle  maintenance 

The  SFMTA  has  26  facilities  that  are  used  to  maintain,  clean, 
store  and  operate  transit  maintenance  and  enforcement  vehicles. 
After  more  than  100  years  in  operation,  many  of  SFMTA’s  transit 
facilities  require  significant  renovation  to  bring  them  up  to 
modern  standards  of  construction  and  seismic  safety.  Additionally, 
outdated  layouts  and  structures  have  led  to  serious  constraints  in 
the  SFMTA's  capacity  for  maintenance  work,  access  to  necessary 
parts  and  materials,  and  reliable  service  delivery. 

In  2013,  the  SFMTA's  Real  Estate  and  Facilities  Vision  established  a 
plan  and  process  to  rehabilitate  and  reconfigure  SFMTA's  existing 
facilities  to  optimize  operations  and  accommodate  future  operating 
and  fleet  needs. 


This  program  would  fund  facilities  project  like: 


Upgraded  and  expanded  washing  and  fueling  stations 
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This  program  will  fund  corridor- 
wide projects  that  encourage 
street  interconnectivity  to  create  a 
comprehensive,  integrated,  efficient, 
and  connected  network  for  all  modes. 


Invest  in  development  of  critical  capital 
projects  along  key  transit  corridors 
As  the  city  continues  to  grow,  congestion  threatens  the  entire 
transportation  system  by  delaying  Muni  and  making  it  difficult  for 
everyone  to  get  where  they  are  going  on  the  city's  most  trafficked 
routes. 

Major  corridors  such  as  19th  Avenue,  Geary  Boulevard,  Lombard 
Street,  Market  Street  and  The  Embarcadero  are  major  centers 
of  economic  activity,  though  in  many  cases,  the  transportation 
infrastructure  on  these  routes  has  remained  the  same  for  decades. 
Changing  travel  patterns,  increased  cartraffic,  and  growing  demand 
fortrips  by  public  transit,  walking  and  bicycling,  requires  evaluation 
and  redesign  of  these  critical  streets. 

The  proposed  Major  Transit  Corridor  Improvement  Program  will 
address  issues  that  lead  to  congestion  for  transit  on  the  major 
streets  so  that  they  can  serve  as  the  anchor  of  the  transit  system. 


BUDGET  AND  SCHEDULE 


Program 


Schedule 


Budget 


Designing  and  engineering  Various,  depends  on 
emerging  and  strategic  project  selected  and  $28  million 
transportation  projects  scale  of  project 
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SAFER  STREETS 

Improve  pedestrian  safety  through  focused 
engineering  efforts  at  high-injury  locations 
Each  year  in  San  Francisco,  approximately  100  people  are  severely 
injured  or  killed  and  800  are  injured  in  traffic  collisions.  People 
walking  are  some  of  the  most  vulnerable  road  users  in  San 
Francisco,  account  for  half  of  all  traffic  fatalities  in  the  city,  and  are 
concentrated  in  specific  areas.  Only  6%  of  San  Francisco's  streets 
account  for  60%  of  severe  and  fatal  injuries  for  people  walking, 
with  seniors  and  children  being  the  most  vulnerable. 

The  Pedestrian  Safety  Task  Force  developed  the  Pedestrian 
Strategy  which  examined  current  conditions  and  proposed 
recommendations  for  near-  and  long-term  actions  and  funding 
sources  to  improve  safety  and  walkability.  They  found  that  70 
miles,  or  six  percent  of  the  city's  streets,  account  for  55  percent 
of  the  total  injuries  and  60  percent  of  the  severe  and  fatal  injuries 
that  occurred  in  2005-2011.  The  most  common  causes  of  these 
injury  collisions  were  vehicle  speed,  failure  to  yield,  and  left 
turning  vehicles. 

The  Task  Force  collaborated  with  an  existing  group  of  city  agency 
staff  and  community  stakeholders  called  WalkFirst.  This  group 
used  a data-driven  process  to  develop  a toolbox  of  treatments  that 
address  the  common  causes  of  collisions.  This  program  will  use 
the  toolbox  to  construct  capital  improvements  on  San  Francisco's 
neighborhood  streets  to  create  a safer,  more  welcoming 
environment  for  walking.  Capital  projects  will  be  designed  and 


built  to  most  effectively  address  the  specific  issues  present 
at  each  intersection  or  corridor  in  San  Francisco.  Examples  of 
projects  that  you  may  see  in  your  neighborhood  include  refuge 
islands,  speed  tables,  and  corner  curb  bulb-outs. 

BUDGET  AND  SCHEDULE 

Current  project  funding  does  not  adequately  provide  the  necessary 
resources  to  construct  all  of  the  recommended  capital  projects 
from  the  WalkFirst  initiative.  SFMTA  receives  limited  funding  from 
the  Proposition  K sales  tax  and  SFMTA  Revenue  bonds  that  will  only 
construct  a small  portion  of  the  total  need  of  all  three  phases  of 
WalkFirst.  Therefore,  this  investment  will  address  the  most  critical 
needs  of  the  city  first. 

Program 

Walk  First  Capital 
Improvement  Program 


Schedule  Budget 

Design  and  Construction 
on  an  ongoing  basis:  2015  S50  million 

-2018 


CO 

O 


Refuge  islands  are  protected  areas  where  people  may  safely  pause  or  wait  while  crossing  a 
street.  These  projects  generally  cost $28,000  to  construct  and  take  1-2  years  to  plan,  design, 
legislate,  and  build. 


A speed  table  is  a raised  area  in  the  roadway,  extending  to  either  the  curb  or  the  edge  of 
the  parking  area.  Raised  crosswalks  are  speed  tables  outfitted  with  crosswalk  markings  and 
signs,  providing  people  walking  with  a level  street  crossing.  These  projects  generally  cost 
$36,000  to  construct  and  take  1-2  years  to  plan,  design,  legislate,  and  build. 


A corner  curb  bulb-out,  or  sidewalk  extension,  extends  the  sidewalk  into  the  roadway,  often 
occupying  the  parking  lane.  Bulb-outs  narrow  the  roadway  and  provide  additional  space  for 
walking  at  key  locations.  These  projects  generally  cost$l  10,000  to  construct  for  bulbs  at  one 
corner  and  take  1-2  years  to  plan,  design,  legislate,  and  build. 
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Install  modern  traffic  signals  to  improve  safety 
and  mobility 

In  order  to  more  effectively  manage  traffic  congestion  in  the  city  and 
improve  the  overall  reliability  of  the  transit  system,  the  city  must 
replace  obsolete  and  deteriorating  traffic  signal  infrastructure.  The 

goal  ofthis  program  isto  update  the  traffic  signals  and  operations  to 
improve  visibility  of  the  signals  and  the  overall  safety  and  efficiency 
of  the  roadway. 

The  installation  of  pedestrian  countdown  signals  (PCS)  and  audible 
pedestrian  signals  (APS)  in  conjunction  with  the  upgraded  traffic 
signals  will  dramatically  improve  safety  for  people  walking  in  San 
Francisco. 

This  is  especially  important  in  San  Francisco,  as  many  crossings 
are  difficult  to  navigate  due  to  angled,  multi-leg  intersections  or 
unique  crossing  phases. 

BUDGET  AND  SCHEDULE 


Program 


Schedule  Budget 


Replacement  of  traffic 
signals  & installation  of 
pedestrian  countdown 
signals 


Variable  based  on 
the  project  scale 
and  coordination 
opportunities 


$22  million 
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Build  "Complete  Streets"  that  enable  safe, 
i convenient  and  comfortable  travel  for  all  users 
! and  provide  safer,  well-defined  bikeways 
' Streets  make  up  approximately  25  percent  of  San  Francisco's 
I public  land  area,  more  space  than  the  city's  public  parks.  While 
! road  improvements  to  the  driving  surface  are  important  to  people 
I who  drive  and  take  the  bus,  complementary  improvements 
! enhance  the  environment  for  people  who  get  around  on  foot  or 
I bicycle. 


These  projects  transform 
neighborhood  commercial  corridors 
through  the  implementation  of 
low-cost  improvements  at  priority 
locations. 


These  improvements  include  curb  bulbs,  raised  crosswalks,  and 
improved  sidewalks  at  intersection  corners,  median  islands, 
separated  bikeways,  and  bicycle  parking.  This  program  also 
includes  installing  basic  infrastructure  to  decrease  the  cost  of 
future  projects,  such  as  underground  signal  conduit  to  be  utilized 
for  the  future  pedestrian  countdown  signals,  and  would  provide 
safety  improvements  for  people  bicycling. 

This  work  builds  on  the  201 1 Road  Repaving  and  Street  Safety  Bond 
in  which  the  city  made  a commitment  of  funds  to  implement  the 
complete  street  projects  called  for  in  the  Better  Streets  Plan.  These 
projects  transform  neighborhood  commercial  corridors  through 
the  implementation  of  low-cost  improvements  at  priority  locations, 
in  conjunction  with  planned  construction  projects.  City  agencies 
worked  togetherto  identify  opportunities  to  make  improvements  like 
restriping  bicycle  lanes,  reopening  closed  crosswalks,  and  adding 
underground  conduit  for  pedestrian  countdown  signals  as  part  of 
repaving  projects.  This  program  would  build  on  the  established 
coordination  efforts  to  start  the  design  and  construction  of  these 
elements  immediately. 


BUDGET  AND  SCHEDULE 


Program 

Schedule 

Budget 

Bicycle 

Design:  8-12  months 

Network 

Construction:  9-18  months 

$40  million 

Projects 

Projects  and  locations  are 

Complete 

assessed  on  an  annual  cycle  in 

Street 

conjunction  with  paving  projects; 

$12  million 

Projects 

each  project  takes  6-12  months  on 
average  to  design  and  build. 
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10-YEAR  CAPITAL  PLAN 

A FISCALLY  RESPONSIBLE  SOLUTION  TO  THE 
CITY'S  CRITICAL  CAPITAL  NEEDS 

The  city  has  invested  significant  general  fund  dollars  into  the  repair 
and  rehabilitation  of  our  capital  assets  over  the  years.  However, 
the  city  cannot  rely  on  annual  general  funds  alone  to  address  these 
critical  needs. 

The  Transportation  2030  funding  package  for  improving  roads, 
transit,  and  safety  is  the  most  recent  product  of  the  city's  formal 
commitment  to  long-term,  strategic,  and  fiscally  responsible  capital 
planning.  Adopted  through  legislation  by  the  Mayor  and  Board  of 
Supervisors  in  2005,  the  Capital  Planning  Committee  was  created 
to  guide  and  prioritize  capital  needs  citywide.  The  Ten-Year  Capital 
Plan  is  developed  by  the  Capital  Planning  Committee  and  adopted 
annually  by  the  Board  of  Supervisors  priorto  adoption  of  the  annual 
city  budget. 

The  capital  plan  prioritizes  critical  capital  projects  that  impact  public 
safety  and  well-being,  places  a strong  emphasis  on  accountability 
and  transparency,  and  demonstrates  the  highest  levels  of  fiscal 
restraint  and  responsibility.  Where  general  funds  are  not  adequate 
to  pay  the  costs  of  major  capital  improvements,  the  capital  plan 
recommends  using  one  of  two  sources  of  long-term  debt  financing: 
general  obligation  bonds  backed  by  property  taxes  upon  approval 
by  voters,  and  general  fund  debt  programs  backed  by  the  city's 
general  fund  upon  approval  by  the  Board  of  Supervisors  and  the 
Mayor.  Both  sources  are  appropriate  means  of  funding  capital 
improvements,  as  they  spread  the  cost  of  these  facilities  over  their 
long  useful  lives  and  across  the  generations  of  San  Franciscans 
that  will  reap  their  benefits. 

Despite  a large  backlog  of  capital  infrastructure  needs,  the  capital 
plan  has  adopted  strict  financial  constraints  on  the  use  of  long- 
term debt  financing  to  avoid  placing  an  increased  burden  on  future 
generations.  Voter-approved  bonds  proposed  by  the  capital  plan 
are  only  proposed  as  the  city  retires  existing  debt  from  prior  bonds. 
As  we  pay  off  our  obligations  for  other  facilities  such  as  hospitals 
and  seismic  retrofits,  and  as  the  city's  property  tax  base  grows,  the 
city  can  initiate  new  capital  projects  without  increasing  property 
tax  rates. 

For  more  information  on  the  city's  capital  plan,  please  visit 
onesanfrancisco.org. 


ACCOUNTABILITY 

The  proposed  General  Obligation  (GO)  Bond  in  Transportaton  2030 
includes  a rigorous  set  of  public  oversight  and  accountability 
measures  that  apply  to  each  of  the  funding  programs.  These 
measures  are  in  addition  to  California  state  law  bond  requirements. 
They  can  be  summarized  underthree  basic  principles  of  commitment 
to  cost  accuracy,  public  involvement  and  transparent  selection 
criteria  and  rules. 

There  will  be  regular  public  reporting  of  the  GO  Bond  expenditures 
through  a dedicated  website  updated  quarterly.  There  also  will  be 
periodic  reviews  before  the  San  Francisco  Municipal  Transportation 
Agency  Board,  Capital  Planning  Committee  and  Board  of  Supervisors 
as  part  of  the  10-Year  Capital  Plan  and  capital  budget  processes. 
City  Agencies  will  report  annually  to  the  San  Francisco  County 
Transportation  Authority  Plans  & Programs  Committee  on  program 
status  and  efficacy. 

The  spending  of  GO  bond  revenue  will  be  overseen  by  the  Citizens' 
General  Obligation  Bond  Oversight  Committee  (GOBOC).  This 
independent,  nine-member  committee  is  appointed  by  the  Mayor, 
the  Board  of  Supervisors,  the  Controller,  and  the  Civil  Grand  Jury. 
One-tenth  of  one  percent  (0.1%)  of  the  bond  funds  would  payforthe 
committee's  audit  and  oversight  functions.  Per  the  Administrative 
Code  (Section  5.30  to  5.36),  the  GOBOC  Committee  reviews,  audits 
and  reports  on  the  expenditure  of  bond  proceeds  to  assure  the 
expenditures  are  in  accordance  with  the  will  of  the  voters.  This 
committee  will  submit  audits  and  reports  to  the  Board  of  Supervisors  ! 
and  the  Mayor's  Office.  I 

Also  per  the  Administrative  Code  (Section  2.70  to  2.74),  60  days  prior 
to  the  issuance  of  any  portion  of  the  bond  authority.  City  Agencies  i 
must  submit  a bond  accountability  reporttothe  Clerk  of  the  Board  of 
Supervisors,  the  City  Controller,  the  Treasurer,  the  Director  of  Public  [ 
Finance  and  the  Board  of  Supervisors  Budget  Analyst  describing 
the  current  status  and  description  of  each  proposed  project  and 
whether  it  conforms  to  the  express  will  of  the  voters. 

Additionally,  there  are  transparent  selection  criteria  as  part  of 
Transportation  2030,  including  objective  means  of  prioritizing 
projects  through  the  use  of  program  specific  criteria  that  are 
identified  in  pages  35-41  and  clear  rules  for  funding,  scope,  or 
prioritization  changes  based  on  the  same  criteria,  should  changes 
be  necessary. 


The  General  Obligation  Bond  that  is  part  of  the  Transportation  2030  package  will  not 
raise  property  tax  rates  beyond  their  fiscal  year  2006  levels. 
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CITIZENS'  GENERAL  OBLIGATION  BOND 
OVERSIGHT  COMMITTEE 
On  March  5th,  2002  the  San  Francisco  voters  adopted 
Proposition  F,  the  Citizen  Oversight  of  Bond  Expenditures 
Initiative.  The  Ordinance  established  a committee  of  nine 
members  for  the  purpose  of  informing  the  public  concerning 
the  expenditure  of  general  bond  proceeds  through  active 
review  and  the  publishing  of  regular  reports.  The  ordinance 
required  that  the  nine  members  meet  certain  minimum 
qualifications  and  be  appointed  as  follows:  three  members 
by  the  Mayor,  three  members  by  the  Board  of  Supervisors, 
two  members  by  the  Controller  and  one  member  by  the  Civil 
Grand  Jury.  Each  member  serves  for  a term  of  two  years 
and  may  be  re-appointed  for  a second  two-year  term. 

PROJECT 

PRIORITIZATION 

HOWWILLTHE  CITY  DECIDE  WHICH  PROJECTS 
TO  DO  FIRST? 

The  programs  included  in  the  Transportation  2030  package  build  off 
of  many  years  ofworkwith  community  stakeholdersto  develop  plans 
and  strategies  to  improve  the  health  of  the  transportation  system 
and  the  wellbeing  of  the  people  who  use  it.  in  many  cases,  these 
plans  already  identify  project  prioritization  criteria,  such  as  those 
developed  as  part  of  the  WalkFirst  initiative.  The  Transportation 
2030  package  also  funds  core  maintenance  projects,  such  as 
traffic  signal  replacement  and  rail  track  replacement,  for  which 
prioritization  criteria  are  based  on  operational  considerations  such 
as  age  and  degree  of  use. 

In  deciding  which  projects  to  implement  first,  the  Transportation 
2030  program  will  consider  three  key  factors: 

» Program-specific  Prioritization  Criteria.  As  described  in  this 
report,  each  program  will  rely  on  existing  prioritization  criteria 
uniquely  relevant  to  the  specific  program  and  often  developed 
with  significant  stakeholder  input.  These  criteria  weigh  such 
factors  as  the  project's  impact  in  addressing  the  problem 
(e.g.  safety,  reliability,  accessibility,  connectivity),  operational 
urgency,  and  number  of  people  benefiting  from  the  project. 

» Equity  Analysis.  Each  program  considers  geographic  and  social 
equity  goals  as  a factor  in  prioritizing  projects,  in  addition, 
the  overall  Transportation  2030  package  is  considered  for  its 
collective  impact  in  addressing  social  inequities  and  achieving 
geographic  fairness. 


» Funding  Source  Eligibility.  If  approved  by  voters,  the  revenue 
realized  through  the  Transportation  2030  package  will  be 
considered  in  coordination  with  other  existing  revenue  sources, 
to  ensure  that  the  full  set  of  projects  and  needs  are  delivered. 
Some  sources  of  funding  can  only  be  allocated  to  fixed  capital 
assets,  or  specific  types  of  modal  improvements  (those  for 
paving,  bicycles,  pedestrians,  and  traffic  calming,  among  other 
programs).  Not  all  revenue  can  be  used  for  all  purposes  and 
needs;  the  city  will  continually  evaluate  the  most  effective  way 
to  deliver  program  projects  taking  into  consideration  funding 
restrictions. 

The  city  will  also  evaluate  programs  and  projects  as  they  are 
designed  and  delivered  to  ensure  effectiveness.  This  information 
will  be  considered  annually  and  program  modifications  will  be  made 
as  appropriate,  based  on  this  additional  data. 


CREDITS/NOTES 

Page  36:  photo  by  Caltrain 

All  other  images  by  the  San  Francisco  Municipal  Transportation 
Agency. 
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INTRODUCTION 

The  creation  of  a local  Vehicle  License  Fee  (VLF)  would  establish  a 
new  source  of  revenue  for  the  city  that  could  provide  a long-term, 
consistent  source  of  funding  for  transportation  projects.  A local 
increase  to  California's  vehicle  license  fee  (VLF)  that  if  passed, 
will  increase  San  Francisco  General  Fund  revenues.  The  City  could 
use  the  new  revenues  generated  by  a proposed  VLF  to  support 
transportation  projects  in  San  Francisco. 


Chronic,  long-term  underinvestment  in  San  Francisco's  roads  and 
the  transit  system  has  led  to  higher  operating  costs.  The  cost 
of  repair  and  replacement  of  these  assets  is  more  costly  than 
maintaining  them.  By  using  a possible  new  general  fund  allocation, 
transportation  will  get  a dedicated  source  of  funding  to  maintain 
the  system  for  years  to  come. 


Summary  of  Projects  and  Funding 

Description 

Refer  to  the  Project  Descriptions  starting  on  page  47  for  more  information  on  the  budget  and  schedule  for  each  of  the  programs. 


Possible  New 
New  General 
Fund  Allocation 


BETTER  ROADS 

Repave  deteriorating  neighborhood  roads  and  potholes 

» Repave  deteriorating  roads  and  potholes  on  more  than  500  additional  neighborhood  blocks  throughout  the  city  each  year  S625  million 

» Improve  pedestrian  access  from  the  roadway  to  sidewalk  by  constructing  more  than  1,000  curb  ramps  annually  ($42  million 

» Use  taxpayer  dollars  in  a responsible  and  cost-effective  way,  spending  public  dollars  on  maintenance  now  to  prevent  annually} 

costly  emergency  repairs  in  the  future 

IMPROVED  TRANSIT 


Replace  and  upgrade  out-of-date  buses  and  trains  to  improve  service  and  reduce  crowding 
» Replace  old  buses  and  trains  to  improve  service  and  reduce  crowding  for  passengers 

» Repair  buses  and  trains  in  a timely  manner  to  save  money,  decrease  maintenance-related  service  delays,  and  improve 
on-time  performance 


$154  million 
($10.3  million 
annually) 


Improve  safety  and  accessibility  at  transit  stops 

» Improve  safety  and  accessibility  at  transit  stations  and  stops  by  investing  in  lighting,  wayfinding,  and  infrastructure 
improvements 

» Replace  and  add  more  B ART/Muni  elevators  and  escalators  to  increase  accessibility  for  all  users 

Fix  obsolete  Muni  facilities  to  create  productive  working  conditions  and  improve  vehicle  maintenance 

» Overhaul  maintenance  bays  to  accommodate  new  buses  and  trains 
» Upgrade  and  redesign  facilities  to  improve  bus  storage  capacity 
» Improve  vehicle  maintenance  resources  to  ensure  buses  and  trains  stay  in  service 


$42  million 
($2.8  million 
annually) 


$15  million 
($1  million  annually) 


Invest  in  development  of  critical  capital  projects  along  key  transit  corridors 

:»  Plan,  design  and  engineer  strategic,  large-scale  transportation  projects  of  citywide  benefit,  such  as  Bus  Rapid  Transit, 

1 Caltrain  extension,  and  other  key  capital  projects 

$66  million 
($4.4  million 
annually) 

SAFER  STREETS 

Improve  pedestrian  safety  through  focused  engineering  efforts  at  high-injury  locations 

j » Prioritize  pedestrian  safety  projects  and  programs  at  locations  with  the  most  severe  pedestrian  injuries  and  fatalities 
i » Invest  in  quick  and  cost-effective  measures  as  well  as  comprehensive,  permanent  infrastructure 

$37  million 
($2.5  million 
annually) 

Install  modem  traffic  lights  to  improve  safety  and  mobility 

i » Leverage  more  frequent  traffic  signal  replacement  to  ensure  modern,  reliable  signals  for  all  people  traveling  on  city  streets 
! » Install  Pedestrian  Countdown  Signals  to  improve  safety  for  those  walking 

$45  million 
($3  million  annually) 

' Build  "Complete  Streets"  that  enable  safe,  convenient  and  comfortable  travel  for  all  users  and  provide  safer,  well-defined 
i bikeways 

» Build  "Complete  Streets"  with  all  users  in  mind,  including  those  walking,  riding  a bike,  taking  transit  and  people  with 
i disabilities;  coordinate  "Complete  Streets"  projects  with  paving  projects  to  maximize  efficiency 
» Build  up  to  30  miles  of  bicycle  network  upgrades  and  35  miles  of  bicycle  network  expansion,  creating  a safer,  more  well- 
defined  bicycle  network  to  reduce  conflict  and  improve  safety  for  all  users 

$72  million 
($5  million 
annually) 

Totals 

$1,056  million 

INTRODUCTION  « GENERAL  FUND  ALLOCATION  REPORT 


46  I TRANSPORTATION  2030 


BETTER  ROADS 


IMPROVED  TRANSIT 


V 

I 


GENERAL  FUND  ALLOCATION  REPORT  » PROGRAM  DESCRIPTIONS 


TRANSrOlilAllO;:  I 47 


PROGRAM  DESCRIPTIONS 

The  following  is  the  summary  of  programs  that  would  be  funded  by  a consistent  allocation  from  the  city's 
General  Fund  resulting  from  the  vehicle  license  fee  dedicated  to  transportation-related  projects. 


BETTER  ROADS 


Repave  deteriorating  neighborhood  roads  and 
potholes 

Providing  smooth  and  pothoie-free  streets  is  essential  to  moving 
people  safely  throughout  the  city.  In  addition,  well-maintained 
roads  help  keep  buses  running  smoothly  and  reduce  costs  to 
vehicle  owners  whose  cars  can  be  damaged  by  the  poor  condition 
of  streets. 

The  city  is  responsible  for  maintaining  more  than  940  miles  of 
streets  and  roadways.  Thanks  to  recent,  significant  investments 
in  streets  primarily  from  the  2011  Road  Repaving  and  Street  Safety 
general  obligation  bond,  San  Francisco  has  begun  to  improve  the 
average  condition  of  streets  for  the  first  time  in  decades,  increasing 
the  Pavement  Condition  Index  score  from  63  to  66.  It  is  the  city's  goal 
to  raise  our  streets  to  a score  of  70. 

Based  on  the  condition  of  the  street,  roadway  resurfacing  work  may 
include  a variety  of  treatment  options,  from  less  expensive  surface 
preservation  to  a complete  rebuild  of  the  street  and  substructure. 
Street  resurfacing  improvements  will  be  equitably  distributed 
among  neighborhoods  and  commercial  districts,  with  resurfacing 
done  along  adjoining  blocks  to  ensure  cost  efficiency.  The  city  will 
develop  a yearly  priority  list  of  candidates  cross  referenced  with 
the  Five-Year  Excavation  Plan  to  ensure  coordination  with  other  city 
agencies  to  reduce  construction  time  and  inconvenience. 

If  the  city  does  not  continue  to  invest  in  our  roads,  San  Francisco's 
PCI  score  will  decline,  road  repair  costs  will  escalate  quickly,  recent 
improvements  to  street  conditions  will  disappear,  and  the  backlog 
of  streets  needing  reconstruction  will  grow  exponentially.  The  cost 
to  reconstruct  a street  segment  that  is  in  poor  condition  versus 


making  pavement  preservation  treatments  to  a segment  that  is  in 
good  condition  can  be  50  times  more  expensive.  Investing  in  road 
repair  now  is  the  most  cost-effective  way  to  give  us  better  roads. 

BUDGET  AND  SCHEDULE 

Program  Schedule  Budget 

^ , , , S42  million 

Street  resurfacing  500  blocks  per  year  annually 
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IMPROVED  TRANSIT 


Replace  and  upgrade  out-of-date  buses  and 
trains  to  increase  service  and  reduce  crowding 
As  Muni  buses  and  trains  approach  the  end  of  their  useful  service 
life,  they  fail  more  frequently  and  have  greater  maintenance  needs 
that  result  in  less  dependable  transit  service.  By  establishing  an 
ongoing  mid-life  rehabilitation  of  the  Muni  buses  and  trains,  Muni 
can  maintain  its  vehicles  in  good  repair,  improve  their  cleanliness, 
and  ensure  that  an  appropriate  number  of  vehicles  are  in  good 
working  order.  Keeping  Muni's  fleet  of  buses  and  trains  in  good 
repair  through  consistent  vehicle  replacement  and  rehabilitation 
will  ensure  that  the  transit  system  is  safe  and  reliable. 

In  addition  to  developing  ongoing  maintenance  programs.  Muni’s 
fleet  needs  to  grow  to  ensure  uninterrupted  service,  alleviate  over- 
crowding, and  enable  the  transit  system  to  carry  more  passengers 
as  the  city  grows.  The  SFMTA  could  reduce  crowding  on  popular 
Muni  bus  routes  and  rail  lines  if  more  buses  and  train  cars  were 
available,  but  currently  there  are  not  enough  60-foot  articulated 
buses  and  there  are  too  few  train  cars  to  serve  these  routes. 
New  vehicles,  in  combination  with  the  recent  bus  and  train  car 
purchases  and  the  proposed  mid-life  rehabilitation  program  funded 
through  Transportation  2030,  will  result  in  a modern  vehicle  fleet 
that  Muni  and  its  customers  can  count  on  to  provide  reliable  and 
comfortable  service. 

BUDGET  AND  SCHEDULE 


Program 


Project  Duration  Budget  Estimate 


Vehicle 

Rehabilitation 

New  Vehicles 


Over  15  years 

Replacement  and 
expansion  based  on 
Muni  scheduling  and 
ridership  needs 


$3  million  per  year; 
starting  in  FY2019 
$1  -$5  million  per 
vehicle  depending  on 
the  size  and  type  of 
vehicle 
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Improve  safety  and  accessibility  at  transit 
stops 

People  living,  working,  and  visiting  San  Francisco  may  have  limited 
mobility  or  other  disabilities  that  can  impede  access  to  transit. 
The  construction  of  new  elevators,  escalators,  and  boarding 
islands  will  improve  tbe  safety  and  accessibility  of  transit  stations 
and  stops  and  allow  for  easy  boarding  of  Muni  buses  and  trains. 
These  improvements  benefit  a broad  spectrum  of  people,  including 
families  traveling  with  small  children  in  strollers  and  people  who 
may  be  temporarily  disabled  as  they  recover  from  an  injury. 

NEW  ELEVATORS  AND  MUNI/BART  ENTRANCES  ON  MARKET 
STREET 

The  elevators  at  the  Metro  stations  are  over  40  years  old, 
have  exceeded  their  useful  lives,  and  are  subject  to  frequent 
mechanical  breakdowns.  This  program  will  modernize  the  existing 
station  elevators,  providing  new  cabs,  glass-paneled  doors,  door 
operators,  hydraulics,  control  systems  and  security  cameras.  The 
project  will  improve  the  reliability  of  the  elevators,  helping  to  ensure 
that  passengers  with  disabilities  have  safe,  consistent  and  reliable 
access  to  the  Muni  Metro  system.  It  will  also  construct  additional 
street  and  platform  elevators  to  provide  redundancy  in  case  one 
goes  out  of  service,  thus  ensuring  consistent  access  for  people 
with  disabilities  who  require  an  elevator  for  station  access.  The 
new  elevators  will  be  ADA  compliant. 

BUDGET  AND  SCHEDULE 


Program 

Project  Duration 

Budget 

Estimate 

Upgrade  BART/Muni  Metro 

Design  and 
Construction:  9 

Si  million 

elevators  and  escalators 

months 

per  project 

New  BART/Muni  Metro 

Design  and 
Construction:  12 

$2  million 

Elevators 

months 

per  project 

NEW  ACCES.SIBLE  MUNI  STOPS 

The  surface  Muni  Light  Rail  System  is  accessible  at  key  stops  that 
are  located  at  transfer  points,  major  destinations,  and  transit  route 
terminals.  The  construction  of  new  boarding  islands  will  improve 
the  safety  and  accessibility  of  rail  stops  and  allow  for  level  boarding 
for  people  with  mobility  impairments.  These  improvements  benefit 
a broad  spectrum  of  people,  including  families  traveling  with  small 
children  in  strollers  and  people  who  may  be  temporarily  disabled  as 
they  recover  from  an  injury. 

Despite  the  citywide  benefit  of  accessible  stops,  only  42%  of  surface 
rail  stops  are  accessible.  This  program  will  identify  locations  where 
it  is  feasible  to  construct  new  accessible  light  rail  stops  and  fill  the 
large  gaps  between  existing  accessible  stops  on  the  surface  light 
rail  network. 

BUDGET AND  SCHEDULE 


Program 


Project  Duration 


Budget 

Estimate 


Accessible  surface 
light  rail  and  Muni 
Metro  stops 


Design  and 
Construction:  12 
months 


SI  .5  million 
per  project 


One  in  five  Americans  experiences 
some  kind  of  disability,  and  as  our  life 
expectancy  grows,  so  do  the  chances 
that  at  some  point  we  will  need  this 
type  of  accommodation  during  our  lives. 
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Fix  obsolete  Muni  facilities  to  create 
productive  working  conditions  and  improve 
vehicle  maintenance 

The  SFMTA  has  26  facilities  that  are  used  to  maintain,  clean,  store 
and  operate  transit  maintenance  and  enforcement  vehicles.  After 
over  100  years  in  operation,  many  of  SFMTA's  transit  facilities 
require  significant  renovation  to  bring  them  up  to  modern  standards 
of  construction  and  seismic  safety.  Additionally,  outdated  layouts 
and  structures  have  led  to  serious  constraints  in  the  SFMTA’s 
capacity  for  maintenance  work,  access  to  necessary  parts  and 
materials,  and  reliable  service  delivery. 

In  2013,  the  SFMTA's  Real  Estate  and  Facilities  Vision  established  a 
plan  and  process  to  rehabilitate  and  reconfigure  SFMTA's  existing 
facilities  to  optimize  operations  and  accommodate  future  operating 
and  fleet  needs. 

This  program  would  fund  facilities  project  like: 


Reconfiguration  of  maintenance  materials  and  parts  storage 


Upgraded  and  expanded  washing  and  fueling  stations 


Structural  modifications  to  accommodate  larger  vehicles 
lifted  for  maintenance 


BUDGET  AND  SCHEDULE 


Program 


Targeted  facility  safety 
improvements 


Design  and 
Construction; 


Budget 


$1  million 
annually 
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Invest  in  development  of  critical  capital 
projects  along  key  transit  corridors 
As  the  city  continues  to  grow,  congestion  threatens  the  entire 
transportation  system  by  delaying  Muni  and  making  it  difficult  for 
everyone  to  get  where  they  are  going  on  the  city's  most  trafficked 
routes. 

Major  corridors  such  as  19th  Avenue,  Geary  Boulevard,  Lombard 
Street,  Market  Street  and  The  Embarcadero  are  major  centers 
of  economic  activity,  though  in  many  cases,  the  transportation 
infrastructure  on  these  routes  has  remained  the  same  for  decades. 
Changing  travel  patterns,  increased  car  traffic,  and  growing  demand 
fortrips  by  public  transit,  walking  and  bicycling,  requires  evaluation 
and  redesign  of  these  critical  streets. 

The  proposed  Major  Transit  Corridor  Improvement  Program  will 
address  issues  that  lead  to  congestion  for  transit  on  the  major 
streets  so  that  they  can  serve  as  the  anchor  of  the  transit  system. 


This  program  will  fund  corridor- 
wide projects  that  encourage 
street  interconnectivity  to  create  a 
comprehensive,  integrated,  efficient, 
and  connected  network  for  all  modes. 


BUDGET  AND  SCHEDULE 


Program  Project  Duration 

Planning  and  constructing  Design  and 
emerging  and  strategic  construction  on  a 

transportation  projects  rolling  basis 


Budget 

Estimate 

$66  million 
over  15  years 
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SAFER  STREETS 

Improve  pedestrian  safety  through  focused 
engineering  efforts  at  high-injury  locations 
Each  year  in  San  Francisco,  approximately  100  people  are 
severely  injured  or  killed  and  800  are  injured  in  traffic  collisions. 
People  walking  are  some  of  the  most  vulnerable  road  users 
in  San  Francisco,  accounting  for  half  of  all  traffic  fatalities  in 
the  city  and  are  concentrated  in  specific  areas.  Only  6%  of  San 
Francisco's  streets  account  for  60%  of  severe  and  fatal  injuries 
for  people  walking,  with  seniors  and  children  being  the  most 
vulnerable. 

The  Pedestrian  Safety  Task  Force  developed  the  Pedestrian 
Strategy  which  examined  current  conditions  and  proposed 
recommendations  for  near-  and  long-term  actions  and  funding 
sources  to  improve  safety  and  walkability.  They  found  that  70 
miles,  or  six  percent  of  the  city's  streets,  account  for  55  percent 
of  the  total  injuries  and  60  percent  of  the  severe  and  fatal  injuries 


that  occurred  in  2005-2011.  The  most  common  explanations  of 
these  injury  collisions  were  vehicle  speed,  failure  to  yield,  and  left 
turning  vehicles. 

The  Task  Force  collaborated  with  an  existing  group  of  city  agency 
staff  and  community  stakeholders  called  WalkFirst.  This  group 
used  a data-driven  process  to  develop  a toolbox  of  treatmentsthat 
address  the  common  causes  of  collisions.  This  program  will  use 
the  toolbox  to  construct  capital  improvements  on  San  Francisco's 
neighborhood  streets  to  create  a safer,  more  welcoming 
environment  for  walking.  Capital  projects  will  be  designed  and 
built  to  most  effectively  address  the  specific  issues  present 
at  each  intersection  or  corridor  in  San  Francisco.  Examples  of 
projects  that  you  may  see  in  your  neighborhood  include  refuge 
islands,  speed  tables,  and  corner  curb  bulb-outs. 


Refuge  islands  are  protected  areas  where  people  may  safely  pause  or  wait  while 
crossing  a street.  These  projects  generally  cost  $28,000  to  construct  and  take  1-2  years 
o to  plan,  design,  legislate,  and  build. 


A speed  table  is  a raised  area  in  the  roadway,  extending  to  either  the  curb  or  the  edge 
of  the  parking  area.  Raised  crosswalks  are  speed  tables  outfitted  with  crosswalk 
markings  and  signs,  providing  people  walking  with  a level  street  crossing.  These 
projects  generally  cost  $36,000  to  construct  and  take  1-2  years  to  plan,  design,  legislate, 
and  build. 


A corner  curb  bulb-out,  or  sidewalk  extension,  extends  the  sidewalk  into  the  roadway, 
often  occupying  the  parking  lane.  Bulb-outs  narrow  the  roadway  and  provide  additional 
space  for  walking  at  key  locations.  These  projects  generally  cost$l  10,000  to  construct 
for  bulbs  at  one  corner  and  take  1-2  years  to  plan,  design,  legislate,  and  build. 


BUDGET AND  SCHEDULE 


Program  Schedule 


Budget 


Walk  First  Capital 

Improvement 

Program 


Design  and  Construction 
on  an  ongoing  basis;  2015 


-2018 


S2.5  million 
annually 


GENERAL  FUND  ALLOCATION  REPORT  » PROGRAM  DESCRIPTIONS  » SAFER  STREETS 


I RANSMOHiAllON  2(u(]  | 53 


Install  modem  traffic  signals  to  Improve  safety 
and  mobility 

In  order  to  more  effectively  manage  traffic  congestion  in  the  city  and 
improve  the  overall  reliability  of  the  transit  system,  the  city  must 
replace  obsolete  and  deteriorating  traffic  signal  infrastructure.  The 
goal  of  this  program  is  to  update  the  traffic  signals  and  operations  to 
improve  visibility  of  the  signals  and  the  overall  safety  and  efficiency 
of  the  roadway. 

The  installation  of  pedestrian  countdown  signals  (PCS)  and  audible 
pedestrian  signals  (APS)  in  conjunction  with  the  upgraded  traffic 
signals  will  dramatically  improve  safety  for  people  walking  in  San 
Francisco. 

This  is  especially  important  in  San  Francisco,  as  many  crossings 
are  difficult  to  navigate  due  to  angled,  multi-leg  intersections  or  to 
unique  crossing  phases. 

BUDGET  AND  SCHEDULE 

Program  Schedule  Budget 

Replacement  of  Approximately  8-12  signals  $3  million 

Traffic  signals  will  be  designed  and  annually 

upgraded  annually 
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Build  "Complete  Streets"  that  enable  safe, 
convenient  and  comfortable  travel  for  all  users 
and  provide  safer,  well-defined  bikeways 
Streets  make  up  approximately  25  percent  of  San  Francisco's 
public  land  area,  more  space  than  the  city's  public  parks.  While 
road  improvements  to  the  driving  surface  are  important  to  cars  and 
transit,  complementary  improvements  enhance  the  environment  of 
those  who  get  around  on  foot  or  bicycle. 

These  improvements  include  curb  bulbs,  raised  crosswalks,  and 
improved  sidewalks  at  intersection  corners,  median  islands, 
separated  bikeways,  and  bicycle  parking.  This  program  also 
includes  installing  basic  infrastructure  to  decrease  the  cost  of 
future  projects,  such  as  underground  signal  conduit  to  be  utilized 
for  the  future  pedestrian  countdown  signals,  and  would  provide 
safety  improvements  for  people  bicycling. 

BUDGET  AND  SCHEDULE 


Program  Schedule  Budget 

Bicycle  Network  Design:  8-12  months  S4  million 

Projects  Construction:  9-18  months  annually 


Safety,  Accessibility, 
Bicycling,  Walking 
projects  coordinated 
with  paving 


Projects  and  locations  are  $800,000 

assessed  on  an  annual  annually 

cycle  in  conjunction  with 

paving  projects;  each 

project  takes  6-12  months 

on  average  to  design  and 

build. 


San  Francisco's  Better  Streets  Plan 
call  for  streets  to  be  updated  to 
incorporate  the  needs  of  people  with 
disabilities,  walking  and  bicycling,  as 
well  as  transit  and  car  traffic. 
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10-YEAR  CAPITAL  PLAN 

A FISCALLY  RESPONSIBLE  SOLUTION  TO  THE 
CITY'S  CRITICAL  CAPITAL  NEEDS 

Transportation  2030  is  the  most  recent  product  of  the  city's  formal 
commitment  to  long-term,  strategic,  and  fiscally  responsible  capital 
planning.  Adopted  through  legislation  by  the  mayor  and  Board  of 
Supervisors  in  2005,  the  Capital  Planning  Committee  was  created 
to  guide  and  prioritize  capital  needs  citywide.  The  Ten-Year  Capital 
Plan  is  developed  by  the  Capital  Planning  Committee  and  adopted 
bi-annually  by  the  Board  of  Supervisors  prior  to  adoption  of  the 
annual  city  budget. 

The  capital  plan  prioritizes  critical  capital  projects  that  impact 
public  safety  and  well-being,  places  a strong  emphasis  on 
accountability  and  transparency,  and  demonstrates  the  highest 
levels  of  fiscal  restraint  and  responsibility.  The  local  vehicle 
license  fee  recommended  by  Transportation  2030  is  consistent 
with  the  city’s  capital  plan,  will  further  aid  in  its  implementation, 
and  will  be  appropriated  annually  by  the  Board  of  Supervisors 
through  the  capital  plan  process. 

For  more  information  on  the  city's  capital  plan,  please  visit 
onesanfrancisco.org. 

ACCOUNTABILITY 

The  Transportation  2030  General  Fund  Program  includes  a 
comprehensive  set  of  public  oversight  and  accountability 
measures  that  apply  to  each  of  the  funding  programs.  They  can  be 
summarized  under  three  basic  principles  of  commitment  to  cost 
accuracy,  public  involvement  and  transparent  selection  criteria 
and  rules. 

Through  public  meetings,  the  Capital  Planning  Committee  (CPC) 
annually  reviews  and  approves  the  Capital  Plan,  Capital  Budget, 

SAN  FRANCISCO  CAPITAL  PLANNING 
COMMITTEE 

The  Capital  Planning  Committee  (CPC)  makes 
recommendations  to  the  Mayor  and  Board  of  Supervisors 
on  all  of  the  City's  capital  expenditures.  The  CPC  is  chaired 
by  the  City  Administrator  and  includes  the  President  of  the 
Board  of  Supervisors,  the  Mayor's  Finance  Director,  the 
Controller,  the  City  Planning  Director,  the  Director  of  Public 
Works,  the  Airport  Director,  the  Executive  Director  of  the 
Municipal  Transportation  Agency,  the  General  Manager  of 
the  Public  Utilities  Commission,  the  General  Manager  of 
the  Recreation  and  Parks  Department,  and  the  Executive 
Director  of  the  Port  of  San  Francisco. 


and  issuances  of  long-term  debt.  The  Transportation  2030  General 
Fund  Program  dollars  will  be  subject  to  CPC  oversight  and  quarterly 
reporting  requirements. 

There  will  be  regular  public  reporting  of  General  Fund  expenditures 
through  a dedicated  website  updated  quarterly.  There  also 
will  be  periodic  reviews  before  the  San  Francisco  Municipal 
Transportation  Agency  Board  (SFMTA  Board),  CPC  and  Board  of 
Supervisors  as  part  of  the  10-year  capital  plan  and  capital  budget 
processes.  City  Agencies  will  report  annually  to  the  San  Francisco 
County  Transportation  Authority  Plans  & Programs  Committee  on 
program  status  and  efficacy. 

in  addition,  the  existing  SFMTA  Bond  Oversight  Committee 
(BOC)  will  transition  to  the  SFMTA  Oversight  Committee,  which 
will  review,  audit,  and  report  on  SFMTA  Transportation  2030 
General  Fund  expenditures  and  host  public  hearings  to  assure 
the  expenditures  are  in  accordance  with  the  will  of  the  voters. 
This  committee  will  submit  audits  and  reports  to  the  SFMTA  Board 
annually  in  January. 

SFMTA  BOND  OVERSIGHT  COMMITTEE 

The  Board  of  Directors  of  the  SFMTA  created  the  Bond 
Oversight  Committee  (BOC)  on  Oecember  6,  2011  to 
provide  public  oversight  regarding  the  expenditure  of  bond 
proceeds  for  projects  funded  by  the  SFMTA's  revenue 
bonds  and  other  forms  of  indebtedness  to  ensure  that 
bond  proceeds  are  being  spent  for  authorized  purposes  in 
accordance  with  law.  Its  purpose  is  to  ensure  accountability 
and  transparency  for  SFMTA  debt  financed  projects,  and 
to  ensure  that  prudent  internal  controls  and  practices 
are  established  and  implemented  by  the  SFMTA.  The  BOC 
also  informs  the  SFMTA  Board  of  Directors  and  the  public 
on  status  of  the  projects  funded  by  debt  Effective  with 
adoption  of  the  Transportation  2030  program,  the  Bond 
Oversight  Committee  will  additionally  provide  oversight  of 
SFMTA  Transportation  2030  General  Fund  expenditures. 

The  BOC  consists  of  seven  members  as  follows:  (1)  three 
members  recommended  by  the  SFMTA  Board  Chairman 
and  approved  by  the  SFMTA  Board  of  Oirectors;  (2)  two 
members  of  the  Citizens'  Advisory  Council;  (3)  one  member 
appointed  by  the  Director  of  Transportation;  and  (4)  one 
member  appointed  by  the  Controller. 

Additionally,  there  are  transparent  selection  criteria  as  part  of 
Transportation  2030,  including  objective  means  of  prioritizing 
projects  through  the  use  of  program  specific  criteria  that  are 
identified  in  pages  46-54  and  clear  rules  for  funding,  scope,  or 
prioritization  changes  based  on  the  same  criteria,  should  changes 
be  necessary. 
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PROJECT 

PRIORITIZATION 

HOWWILLTHE  CITY  DECIDE  WHICH  PROJECTS 
TO  DO  FIRST? 

The  programs  included  in  the  Transportation  2030  package  build 
off  of  many  years  of  work  with  community  stakeholders  to  develop 
plans  and  strategies  to  improve  the  health  of  the  transportation 
system  and  the  wellbeing  of  the  people  who  use  it.  In  many 
cases,  these  plans  already  identify  project  prioritization  criteria, 
such  as  those  developed  as  part  of  the  WalkFirst  initiative.  The 
Transportation  2030  package  also  funds  core  maintenance 
projects,  such  as  traffic  signal  replacement  and  rail  track 
replacement,  for  which  prioritization  criteria  are  based  on 
operational  considerations  such  as  age  and  degree  of  use. 

In  deciding  which  projects  to  implement  first,  the  Transportation 
2030  program  will  consider  three  key  factors: 

» Program-specific  Prioritization  Criteria.  As  described  in 
this  report,  each  program  will  rely  on  existing  prioritization 
criteria  uniquely  relevant  to  the  specific  program  and  often 
developed  with  significant  stakeholder  input.  These  criteria 
weigh  such  factors  as  the  project's  impact  in  addressing  the 
problem  (e.g.  safety,  reliability,  accessibility,  connectivity), 
operational  urgency,  and  number  of  people  benefiting  from 
the  project. 

» Equity  Analysis.  Each  program  considers  geographic 
and  social  equity  goals  as  a factor  in  prioritizing  projects. 
In  addition,  the  overall  Transportation  2030  package  is 
considered  for  its  collective  impact  in  addressing  social 
inequities  and  achieving  geographic  fairness. 

» Funding  Source  Eligibility.  If  approved  by  voters,  the  revenue 
realized  through  the  Transportation  2030  package  will  be 
considered  in  coordination  with  other  existing  revenue 
sources  to  ensure  that  the  full  set  of  projects  and  needs  are 
delivered.  Some  sources  of  funding  can  only  be  allocated  to 
fixed  capital  assets,  or  specific  types  of  modal  improvements 
(those  for  paving,  bicycles,  pedestrians,  and  traffic  calming, 
among  other  programs).  Not  all  revenue  can  be  used  for  all 
purposes  and  needs;  the  city  will  continually  evaluate  the 
most  effective  way  to  deliver  program  projects  taking  into 
consideration  funding  restrictions. 


The  city  will  also  evaluate  programs  and  projects  as  they  are 
designed  and  delivered  to  ensure  effectiveness.  This  information 
will  be  considered  annually  and  program  modifications  will  be  made 
as  appropriate,  based  on  this  additional  data. 
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LEGISLATIVE  DIGEST 


[Transportation  and  Road  Improvement  General  Obligation  Bond  Election] 

Ordinance  calling  and  providing  for  a special  election  to  be  held  in  the  City  and  County 
of  San  Francisco  on  Tuesday,  November  4,  2014,  for  the  purpose  of  submitting  to  San 
Francisco  voters  a proposition  to  incur  the  following  bonded  debt  of  the  City  and 
County:  $500,000,000  to  finance  the  construction,  acquisition,  and  improvement  of 
certain  transportation  and  transit  related  improvements,  and  related  costs  necessary  or 
convenient  for  the  foregoing  purposes;  authorizing  landlords  to  pass-through  50%  of 
the  resulting  property  tax  increase  to  residential  tenants  under  Administrative  Code, 
Chapter  37;  providing  for  the  levy  and  collection  of  taxes  to  pay  both  principal  and 
interest  on  such  bonds;  incorporating  the  provisions  of  Administrative  Code,  Sections 
5.30  - 5.36;  setting  certain  procedures  and  requirements  for  the  election;  finding  that  a 
portion  of  the  proposed  bond  is  not  a project  under  the  California  Environmental 
Quality  Act  (CEQA)  and  adopting  findings  under  CEQA,  CEQA  Guidelines,  and 
Administrative  Code,  Chapter  31,  for  the  remaining  portion  of  the  bond;  and  finding 
that  the  proposed  bond  is  in  conformity  with  the  eight  priority  policies  of  Planning 
Code,  Section  101.1(b),  and  with  the  General  Plan  consistency  requirement  of  Charter, 
Section  4.105,  and  Administrative  Code,  Section  2A.53. 

Existing  Law 

General  Obligation  Bonds  of  the  City  and  County  of  San  Francisco  may  be  issued  only  with 
the  assent  of  two-thirds  of  the  voters  voting  on  the  proposition. 

Ballot  Proposition 

This  ordinance  authorizes  the  following  ballot  proposition  to  be  placed  on  the  November  4, 
2014  ballot: 

SAN  FRANCISCO  TRANSPORTATION  AND  ROAD  IMPROVEMENT  BOND.  To 
construct,  redesign  and  rebuild  streets  and  sidewalks  and  to  make  infrastructure 
repairs  and  improvements  that  increase  MUNI  service  reliability,  ease  traffic 
congestion,  reduce  vehicle  travel  times,  enhance  pedestrian  and  bicycle  safety,  and 
improve  disabled  access,  shall  the  City  and  County  of  San  Francisco  issue  $500 
million  in  general  obligation  bonds,  subject  to  independent  citizen  oversight  and  regular 
audits? 

The  ordinance  fixes  the  maximum  rate  of  interest  on  the  Bonds,  and  provides  for  a levy 
and  a collection  of  taxes  to  repay  both  the  principal  and  interest  on  the  Bonds.  The  ordinance 
also  describes  the  manner  in  which  the  Bond  Special  Election  will  be  held,  and  the  ordinance 
provides  for  compliance  with  applicable  state  and  local  laws. 
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Background  Information 

The  Board  of  Supervisors  found  that  the  amount  of  specified  for  this  project  is  and  will  be  too 
great  to  be  paid  out  of  the  ordinary  annual  income  and  revenue  of  the  City,  and  will  require 
expenditures  greater  than  the  amount  allowed  therefore  by  the  annual  tax  levy. 
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FILE  NO.  140509 


ORDINANCE  NO. 


[General  Obligation  Bond  Election  - Transportation  and  Road  Improvement] 

Ordinance  calling  and  providing  for  a special  election  to  be  held  in  the  City  and  County 
of  San  Francisco  on  Tuesday,  November  4,  2014,  for  the  purpose  of  submitting  to 
San  Francisco  voters  a proposition  to  incur  the  following  bonded  debt  of  the  City  and 
County:  $500,000,000  to  finance  the  construction,  acquisition,  and  improvement  of 
certain  transportation  and  transit  related  improvements,  and  related  costs  necessary  or 
convenient  for  the  foregoing  purposes;  authorizing  landlords  to  pass-through  50%  of 
the  resulting  property  tax  increase  to  residential  tenants  under  Administrative  Code 
Chapter  37;  providing  for  the  levy  and  collection  of  taxes  to  pay  both  principal  and 
interest  on  such  bonds;  incorporating  the  provisions  of  Administrative  Code,  Sections 
5.30  - 5.36;  setting  certain  procedures  and  requirements  for  the  election;  finding  that  a 
portion  of  the  proposed  bond  is  not  a project  under  the  California  Environmental 
Quality  Act  (CEQA)  and  adopting  findings  under  CEQA,  CEQA  Guidelines,  and 
Administrative  Code,  Chapter  31,  for  the  remaining  portion  of  the  bond;  and  finding 
that  the  proposed  bond  is  in  conformity  with  the  eight  priority  policies  of  Planning 
Code,  Section  101.1(b),  and  with  the  General  Plan  consistency  requirement  of  Charter, 
Section  4.105,  and  Administrative  Code,  Section  2A.53. 

Note;  Additions  are  single-underline  italics  Times  New  Roman: 

deletions  are  strikethrough  italics  Times  New-Roman. 

Board  amendment  additions  are  double  underlined. 

Board  amendment  deletions  are  strikethrough  normal. 

Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1.  Findings. 
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'ii 

I 

I 
! 

A.  This  Board  of  Supervisors  (this  "Board")  recognizes  the  City’s  current  street  and  j 

I 

transportation  infrastructure  (the  “Street  and  Transportation  System”)  is  inadequate  to  meet  I 

current  demands,  and  that  the  safety  of  City  streets  and  transportation  infrastructure  will  | 

further  decline  without  new  investment.  | 

B.  The  cost  of  making  the  necessary  and  required  improvements  to  the  Street  and  j 

Transportation  System  has  been  estimated  by  the  Mayor’s  Transportation  Task  Force  at  | 

I 

$10.1  billion  over  the  next  15  years.  ; 

C.  The  Board  recognizes  the  need  to  enhance  the  City's  Street  and  Transportation 

System  in  order  to  create  a system  that  is  more  reliable,  efficient  and  meets  future  demand.  ' 

D.  The  Transportation  and  Road  Improvement  General  Obligation  Bond  (the 

"Bond")  will  provide  a portion  of  the  funding  necessary  to  construct,  improve  and  rehabilitate  i 
the  Street  and  Transportation  System  (as  further  defined  in  Section  3 below). 

E.  This  Board  now  wishes  to  describe  the  terms  of  a ballot  measure  seeking 
approval  for  the  issuance  of  general  obligation  bonds  to  finance  all  or  a portion  of  the  City’s 
improvements  to  its  Street  and  Transportation  System  as  described  below. 

Section  2.  A special  election  is  called  and  ordered  to  be  held  in  the  City  on  Tuesday, 
the  4th  day  of  November,  2014,  for  the  purpose  of  submitting  to  the  electors  of  the  City  a 
proposition  to  incur  bonded  indebtedness  of  the  City  for  the  project  described  in  the  amount 
and  for  the  purposes  stated: 

" SAN  FRANCISCO  TRANSPORTATION  AND  ROAD  IMPROVEMENT  BOND. 

$500,000,000  of  bonded  indebtedness  to  construct,  redesign  and  rebuild  streets  and 
sidewalks  and  to  make  infrastructure  repairs  and  improvements  that  increase  MUNI  service 
reliability,  ease  traffic  congestion,  reduce  vehicle  travel  times,  enhance  pedestrian  and  bicycle 
safety,  and  improve  disabled  access,  subject  to  independent  citizen  oversight  and  regular 
audits;  and  authorizing  landlords  to  pass-through  to  residential  tenants  in  units  subject  to 
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Chapter  37  of  the  San  Francisco  Administrative  Code  (the  "Residential  Stabilization  and 
Arbitration  Ordinance")  50%  of  the  increase  in  the  real  property  taxes  attributable  to  the  cost 
of  the  repayment  of  the  bonds." 

The  special  election  called  and  ordered  shall  be  referred  to  in  this  ordinance  as  the 
"Bond  Special  Election." 

Section  3.  PROPOSED  PROGRAM.  All  contracts  that  are  funded  with  the  proceeds  of 
bonds  authorized  hereby  shall  be  subject  to  the  provisions  of  Chapter  83  of  the  City's 
Administrative  Code  (the  "First  Source  Hiring  Program"),  which  fosters  construction  and 
permanent  employment  opportunities  for  qualified  economically  disadvantaged  individuals.  In 
addition,  all  contracts  that  are  funded  with  the  proceeds  of  bonds  authorized  hereby  also  shall 
be  subject  to  the  provisions  of  Chapter  14B  of  the  City's  Administrative  Code  (the  "Local 
Business  Enterprise  and  Non-Discrimination  in  Contracting  Ordinance"),  which  assists  small 
and  micro  local  businesses  to  increase  their  ability  to  compete  effectively  for  the  award  of  City 
contracts,  to  the  extent  the  Local  Business  Enterprise  and  Non-Discrimination  Contracting 
Ordinance  does  not  conflict  with  applicable  state  or  federal  law. 

A.  CITIZENS’  OVERSIGHT  COMMITTEE.  A portion  of  the  Bond  shall  be  used  to 
perform  audits  of  the  Bond,  as  further  described  in  Section  15. 

Projects  to  be  funded  under  the  proposed  Bond  may  include  but  are  not  limited  to  the 
following: 

B.  PROVIDE  FASTER  AND  MORE  RELIABLE  TRANSIT.  A portion  of  the  Bond 
may  be  allocated  to  constructing  improvements,  such  as  those  identified  in  the  Transit 
Effectiveness  Project,  that  will  improve  Muni  service  reliability  and  reduce  travel  time  on  Muni. 
Examples  of  improvements  that  are  designed  to  reduce  travel  time  and  improve  reliability 
include:  adding  transit  bulbs/boarding  islands  and  accessible  platforms;  the  addition  of  transit- 
only  lanes;  and  installation  of  traffic  signals  or  other  traffic  calming  measures  at  intersections. 
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A portion  of  the  Bond  may  be  allocated  to  fund  the  City’s  share  of  needed 
improvements  to  Caltrain’s  infrastructure.  This  investment  will  improve  reliability. 

C.  IMPROVE  SAFETY  AND  ACCESSIBILITY  AT  TRANSIT  STOPS. 

A portion  of  the  Bond  may  be  allocated  to  improve  street  conditions  for  people  who 
have  limited  mobility  or  other  disabilities  that  can  impede  access  to  transit.  The  construction  of 
infrastructure  like  new  escalators  and  boarding  islands  will  improve  the  safety  and 
accessibility  of  transit  stations  and  stops  and  allow  for  level  boarding  for  people  with  mobility 
impairments. 

D.  IMPROVE  PEDESTRIAN  SAFETY  THROUGH  FOCUSED  ENGINEERING 
EFFORTS  AT  HIGH-INJURY  LOCATIONS. 

A portion  of  the  Bond  may  be  allocated  to  deliver  pedestrian  safety  improvements  at 
locations  throughout  the  City  where  the  majority  of  pedestrian  injuries  and  fatalities  occur. 
Pedestrian  safety  capital  projects  will  be  designed  and  built  to  most  effectively  address  the 
specific  safety  issues  present  at  each  intersection  or  corridor.  Examples  of  improvements 
include  refuge  islands,  speed  tables,  and  corner  curb  bulb-outs. 

E.  INSTALL  MODERN  TRAFFIC  SIGNALS  TO  IMPROVE  SAFETY  AND 
MOBILITY. 

A portion  of  the  Bond  may  be  allocated  to  more  effectively  manage  traffic  congestion  in 
the  City,  improve  the  overall  reliability  of  the  transit  system,  and  improve  pedestrian  safety  by 
replacing  obsolete  and  deteriorating  traffic  signal  infrastructure.  The  program  will  install  and 
update  traffic  signals  and  install  pedestrian  countdown  signals  and  audible  pedestrian  signals 
to  improve  visibility  and  the  overall  safety  and  efficiency  of  the  roadway. 

F.  BUILD  STREETS  THAT  ENABLE  SAFE  TRAVEL  FOR  ALL  USERS  AND 
PROVIDE  SAFER,  WELL-DEFINED  BIKEWAYS. 
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A portion  of  the  Bond  may  be  allocated  to  building  streets,  including  but  not  limited  to 
curb  bulb-outs,  raised  crosswalks,  and  improved  sidewalks  at  intersection  corners;  median 
islands;  separated  bikeways,  and  bicycle  parking.  This  program  could  also  include  installing 
basic  infrastructure  to  decrease  the  cost  of  future  projects,  such  as  underground  signal 
conduit. 

G.  INVEST  IN  DEVELOPMENT  OF  CRITICAL  CAPITAL  PROJECTS  ALONG  KEY 
TRANSIT  CORRIDORS. 

A portion  of  the  Bond  may  be  allocated  to  upgrade  City  streets  that  anchor  the  transit 
system  in  order  to  increase  transit  speed  and  reliability,  reduce  congestion,  and  to  ensure  that 
people  can  safely  and  efficiently  move  around  the  City.  The  focus  of  this  program  is  to  fund 
corridor-wide  projects  that  encourage  street  interconnectivity  to  create  a comprehensive, 
integrated,  efficient  and  connected  network  for  all  modes. 

H.  FIX  MUNI  FACILITIES  TO  IMPROVE  VEHICLE  MAINTENANCE  EFFICIENCY. 

A portion  of  the  Bond  may  be  allocated  to  build  new  and  improve  the  conditions  and 

operations  of  existing  SFMTA  facilities,  some  of  which  are  over  100  years  old.  The 
improvements  will  update  facility  layouts  and  structures  to  streamline  SFMTA’s  capacity  for 
maintenance  work,  improve  access  to  necessary  parts  and  materials,  and  enable  reliable 
service  delivery. 

Section  4.  BOND  ACCOUNTABILITY  MEASURES 

The  Bond  shall  include  the  following  administrative  rules  and  principles: 

A.  OVERSIGHT.  The  proposed  bond  funds  shall  be  subjected  to  approval 
processes  and  rules  described  in  the  San  Francisco  Charter  and  Administrative  Code. 
Pursuant  to  S.F.  Administrative  Code  5.31,  the  Citizen’s  General  Obligation  Bond  Oversight 
Committee  shall  conduct  an  annual  review  of  bond  spending,  and  shall  provide  an  annual 
report  of  the  bond  program  to  the  Mayor  and  the  Board. 
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B.  TRANSPARENCY.  The  City  shall  create  and  maintain  a Web  page  outlining  and 
describing  the  bond  program,  progress,  and  activity  updates.  The  City  shall  also  hold  an 
annual  public  hearing  and  reviews  on  the  bond  program  and  its  implementation  before  the 
Capital  Planning  Committee  and  the  Citizen’s  General  Obligation  Bond  Oversight  Committee. 

Section  5.  The  estimated  cost  of  the  bond  financed  portion  of  the  project  described  in 
Section  2 above  was  fixed  by  the  Board  by  the  following  resolution  and  in  the  amount 
specified  below: 

Resolution  No.  . $500,000,000. 

Such  resolution  was  passed  by  two-thirds  or  more  of  the  Board  and  approved  by  the 
Mayor  of  the  City  (the  "Mayor").  In  such  resolution  it  was  recited  and  found  by  the  Board  that 
the  sum  of  money  specified  is  too  great  to  be  paid  out  of  the  ordinary  annual  income  and 
revenue  of  the  City  in  addition  to  the  other  annual  expenses  or  other  funds  derived  from  taxes 
levied  for  those  purposes  and  will  require  expenditures  greater  than  the  amount  allowed  by 
the  annual  tax  levy. 

The  method  and  manner  of  payment  of  the  estimated  costs  described  in  this  ordinance 
are  by  the  issuance  of  bonds  of  the  City  not  exceeding  the  principal  amount  specified. 

Such  estimate  of  costs  as  set  forth  in  such  resolution  is  adopted  and  determined  to  be 
the  estimated  cost  of  such  bond  financed  improvements  and  financing,  as  designed  to  date. 

Section  6.  The  Bond  Special  Election  shall  be  held  and  conducted  and  the  votes 
received  and  canvassed,  and  the  returns  made  and  the  results  ascertained,  determined  and 
declared  as  provided  in  this  ordinance  and  in  all  particulars  not  recited  in  this  ordinance  such 
election  shall  be  held  according  to  the  laws  of  the  State  of  California  (the  "State")  and  the 
Charter  of  the  City  (the  "Charter")  and  any  regulations  adopted  under  State  law  or  the  Charter, 
providing  for  and  governing  elections  in  the  City,  and  the  polls  for  such  election  shall  be  and 
remain  open  during  the  time  required  by  such  laws  and  regulations. 
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Section  7.  The  Bond  Special  Election  is  consolidated  with  the  General  Election 
scheduled  to  be  held  in  the  City  on  Tuesday,  November  4,  2014.  The  voting  precincts,  polling 
places  and  officers  of  election  for  the  November  4,  2014  General  Election  are  hereby 
adopted,  established,  designated  and  named,  respectively,  as  the  voting  precincts,  polling 
places  and  officers  of  election  for  the  Bond  Special  Election  called,  and  reference  is  made  to 
the  notice  of  election  setting  forth  the  voting  precincts,  polling  places  and  officers  of  election 
for  the  November  4,  2014  General  Election  by  the  Director  of  Elections  to  be  published  in  the 
official  newspaper  of  the  City  on  the  date  required  under  the  laws  of  the  State  of  California. 

Section  8.  The  ballots  to  be  used  at  the  Bond  Special  Election  shall  be  the  ballots  to 
be  used  at  the  November  4,  2014  General  Election.  The  word  limit  for  ballot  propositions 
imposed  by  San  Francisco  Municipal  Elections  Code  Section  510  is  waived.  On  the  ballots  to 
be  used  at  the  Bond  Special  Election,  in  addition  to  any  other  matter  required  by  law  to  be 
printed  thereon,  shall  appear  the  following  as  a separate  proposition: 

"SAN  FRANCISCO  TRANSPORTATION  AND  ROAD  IMPROVEMENT  BOND.  To 
construct,  redesign  and  rebuild  streets  and  sidewalks  and  to  make  infrastructure  repairs  and 
improvements  that  increase  MUNI  service  reliability,  ease  traffic  congestion,  reduce  vehicle 
travel  times,  enhance  pedestrian  and  bicycle  safety,  and  improve  disabled  access,  shall  the 
City  and  County  of  San  Francisco  issue  $500  million  in  general  obligation  bonds,  subject  to 
independent  citizen  oversight  and  regular  audits?" 

Each  voter  to  vote  in  favor  of  the  issuance  of  the  foregoing  bond  proposition  shall  mark 
the  ballot  in  the  location  corresponding  to  a "YES"  vote  for  the  proposition,  and  to  vote  against 
the  proposition  shall  mark  the  ballot  in  the  location  corresponding  to  a "NO"  vote  for  the 
proposition. 

Section  9.  If  at  the  Bond  Special  Election  it  shall  appear  that  two-thirds  of  all  the  voters 
voting  on  the  proposition  voted  in  favor  of  and  authorized  the  incurring  of  bonded 
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indebtedness  for  the  purposes  set  forth  in  such  proposition,  then  such  proposition  shall  have 
been  accepted  by  the  electors,  and  bonds  authorized  shall  be  issued  upon  the  order  of  the 
Board.  Such  bonds  shall  bear  interest  at  a rate  not  exceeding  applicable  legal  limits. 

The  votes  cast  for  and  against  the  proposition  shall  be  counted  separately  and  when 
two-thirds  of  the  qualified  electors,  voting  on  the  proposition,  vote  in  favor,  the  proposition 
shall  be  deemed  adopted. 

Section  10.  For  the  purpose  of  paying  the  principal  and  interest  on  the  bonds,  the 
Board  shall,  at  the  time  of  fixing  the  general  tax  levy  and  in  the  manner  for  such  general  tax 
levy  provided,  levy  and  collect  annually  each  year  until  such  bonds  are  paid,  or  until  there  is  a 
sum  in  the  Treasury  of  said  City,  or  other  account  held  on  behalf  of  the  Treasurer  of  said  City, 
set  apart  for  that  purpose  to  meet  all  sums  coming  due  for  the  principal  and  interest  on  the 
bonds,  a tax  sufficient  to  pay  the  annual  interest  on  such  bonds  as  the  same  becomes  due 
and  also  such  part  of  the  principal  thereof  as  shall  become  due  before  the  proceeds  of  a tax 
levied  at  the  time  for  making  the  next  general  tax  levy  can  be  made  available  for  the  payment 
of  such  principal. 

Section  1 1 . This  ordinance  shall  be  published  in  accordance  with  any  State  law 
requirements,  and  such  publication  shall  constitute  notice  of  the  Bond  Special  Election  and  no 
other  notice  of  the  Bond  Special  Election  hereby  called  need  be  given. 

Section  12.  The  Board,  having  reviewed  the  proposed  legislation,  makes  the  following 
findings  in  compliance  with  the  California  Environmental  Quality  Act  ("CEQA"),  California 
Public  Resources  Code  Sections  21000  et  seq.,  the  CEQA  Guidelines,  15  Cal.  Administrative 
Code  Sections  15000  et  seq.,  ("CEQA  Guidelines"),  and  San  Francisco  Administrative  Code 
Chapter  31  ("Chapter  31"); 

(a)  SFMTA  Transit  Effectiveness  Project. 
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(i)  A portion  of  the  bond  proposal  relates  to  funds  for  SFMTA’s  Transit 
Effectiveness  Project  (“TEP”).  On  March  27,  2014,  the  San  Francisco  Planning  Commission 
by  Motion  No.  19105  certified  the  Final  Environmental  Impact  Report  for  the  Transit 
Effectiveness  Project  (“TEP  FEIR”),  and  on  March  28,  the  SFMTA  Board  of  Directors  by 
Resolution  No.  14-041  approved  the  TEP  as  described  in  Resolution  No.  14-041,  and  adopted 
findings  under  the  California  Environmental  Quality  Act  (“CEQA”),  the  CEQA  Guidelines,  and 
Chapter  31  of  the  Administrative  Code  (“CEQA  Findings”),  including  findings  rejecting 
alternatives,  adopting  a mitigation  monitoring  and  reporting  program,  and  adopting  a 
statement  of  overriding  considerations.  Planning  Commission  Motion  No.  19105  and  SFTMA 
Board  Resolution  No.  14-041  are  on  file  with  the  Clerk  of  the  Board  in  File  No. 

and  incorporated  in  this  ordinance  by  reference. 

(ii)  On , the  Board  of  Supervisors  affirmed  the  certification 

of  the  TEP  FEIR  by  Motion  No. . The  Board  has  reviewed  and  considered  the 

CEQA  Findings  adopted  by  the  SFMTA  Board,  including  the  statement  of  overriding 
considerations  and  the  mitigation  monitoring  and  reporting  program,  and  hereby  adopts  the 
CEQA  Findings  as  its  own.  The  Board  additionally  finds  that  the  portion  of  the  bond  proposal 
that  relates  to  funds  for  the  TEP  as  reflected  in  this  ordinance  is  consistent  with  the  project  as 
described  in  the  TEP  FEIR. 

(iii)  Additionally,  the  Board  finds  that  the  portion  of  the  bond  proposal  that 
relates  to  funds  for  the  TEP  as  reflected  in  this  ordinance:  (1)  does  not  require  major  revisions 
in  the  TEP  FEIR  due  to  the  involvement  of  new  significant  environmental  effects  or  a 
substantial  increase  in  the  severity  of  previously  identified  significant  effects;  (2)  no  substantial 
changes  have  occurred  with  respect  to  the  circumstances  under  which  the  project  analyzed 

in  the  TEP  FEIR  will  be  undertaken  that  would  require  major  revisions  to  the  TEP  FEIR  due  to 
the  involvement  of  new  significant  environmental  effects,  or  a substantial  increase  in  the 
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severity  of  effects  identified  in  the  TEP  FEIR;  and  (3)  no  new  information  of  substantial 
importance  to  the  project  analyzed  in  the  TEP  FEIR  has  become  available  that  would  indicate: 
(i)  the  TEP  will  have  significant  effects  not  discussed  in  the  TEP  FEIR;  (ii)  significant 
environmental  effects  will  be  substantially  more  severe;  (iii)  mitigation  measures  or 
alternatives  found  not  feasible  that  would  reduce  one  or  more  significant  effects  have  become 
feasible;  or  (iv)  mitigation  measures  or  alternatives  that  are  considerably  different  from  those 
in  the  TEP  FEIR  will  substantially  reduce  one  or  more  significant  effects  on  the  environment. 

(b)  For  the  reasons  set  forth  in  the  letter  from  the  Environmental  Review  Officer  of  the 

Planning  Department,  dated , a copy  of  which  is  on  file  with  the  Clerk  of  the 

Board  in  File  No. and  incorporated  in  this  ordinance  by  reference,  the  Board  finds 

that  the  portion  of  the  bond  proposal  that  relates  to  funds  for  transportation  and  road 
improvements  other  than  funds  for  implementation  of  improvements  within  the  scope  of  the 
TEP  is  not  subject  to  CEQA  because  as  the  establishment  of  a government  financing 
mechanism  that  does  not  involve  any  commitment  to  specific  projects  to  be  constructed  with 
bond  funds,  it  is  not  a project  as  defined  by  CEQA  and  the  CEQA  Guidelines.  The  use  of 
bond  proceeds  to  finance  any  project  or  portion  of  any  project  that  relates  to  funds  for 
transportation  and  road  improvements  other  than  funds  for  implementation  of  improvements 
within  the  scope  of  the  TEP  will  be  subject  to  approval  of  the  Board  upon  completion  of 
planning  and  any  further  required  environmental  review  under  CEQA. 

Section  13.  The  Board  finds  and  declares  that  the  proposed  Bond  is  (i)  in  conformity 
with  the  priority  policies  of  Section  101.1(b)  of  the  San  Francisco  Planning  Code,  (ii)  in 
accordance  with  Section  4.105  of  the  San  Francisco  Charter  and  Section  2A.53(f)  of  the 
San  Francisco  Administrative  Code,  and  (iii)  consistent  with  the  City’s  General  Plan,  and 
adopts  the  findings  of  the  Planning  Department,  as  set  forth  in  the  General  Plan  Referral 
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Report  dated , a copy  of  which  is  on  file  with  the  Clerk  of  the  Board  in  File  No. 

and  incorporates  such  findings  by  reference. 

Section  14.  Under  Section  53410  of  the  California  Government  Code,  the  bonds  shall 
be  for  the  specific  purpose  authorized  in  this  ordinance  and  the  proceeds  of  such  bonds  will 
be  applied  only  for  such  specific  purpose.  The  City  will  comply  with  the  requirements  of 
Sections  53410(c)  and  53410(d)  of  the  California  Government  Code. 

Section  15.  The  Bonds  are  subject  to,  and  incorporate  by  reference,  the  applicable 
provisions  of  San  Francisco  Administrative  Code  Sections  5.30  - 5.36  (the  "Citizens’  General 
Obligation  Bond  Oversight  Committee").  Under  Section  5.31  of  the  Citizens’  General 
Obligation  Bond  Oversight  Committee,  to  the  extent  permitted  by  law,  one-tenth  of  one 
percent  (0.1%)  of  the  gross  proceeds  of  the  Bonds  shall  be  deposited  in  a fund  established  by 
the  Controller’s  Office  and  appropriated  by  the  Board  of  Supervisors  at  the  direction  of  the 
Citizens’  General  Obligation  Bond  Oversight  Committee  to  cover  the  costs  of  such  committee. 

Section  16.  The  time  requirements  specified  in  Section  2.34  of  the  San  Francisco 
Administrative  Code  are  waived. 

Section  17.  The  City  hereby  declares  its  official  intent  to  reimburse  prior  expenditures 
of  the  City  incurred  or  expected  to  be  incurred  prior  to  the  issuance  and  sale  of  any  series  of 
bonds  in  connection  with  the  Project  (collectively,  the  "Future  Bonds").  The  Board  hereby 
declares  the  City’s  intent  to  reimburse  the  City  with  the  proceeds  of  the  Future  Bonds  for  the 
expenditures  with  respect  to  the  Project  (the  “Expenditures”  and  each,  an  “Expenditure”) 
made  on  and  after  that  date  that  is  no  more  than  60  days  prior  to  adoption  of  this  Resolution. 
The  City  reasonably  expects  on  the  date  hereof  that  it  will  reimburse  the  Expenditures  with  the 
proceeds  of  the  Future  Bonds. 

Each  Expenditure  was  and  will  be  either  (a)  of  a type  properly  chargeable  to  a 
capital  account  under  general  federal  income  tax  principles  (determined  in  each  case  as  of 
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the  date  of  the  Expenditure),  (b)  a cost  of  issuance  with  respect  to  the  Future  Bonds,  (c)  a 
nonrecurring  item  that  is  not  customarily  payable  from  current  revenues,  or  (d)  a grant  to  a 
party  that  is  not  related  to  or  an  agent  of  the  City  so  long  as  such  grant  does  not  impose  any 
obligation  or  condition  (directly  or  indirectly)  to  repay  any  amount  to  or  for  the  benefit  of  the 
City.  The  maximum  aggregate  principal  amount  of  the  Future  Bonds  expected  to  be  issued 
for  the  Project  is  $500,000,000.  The  City  shall  make  a reimbursement  allocation,  which  is  a 
written  allocation  by  the  City  that  evidences  the  City’s  use  of  proceeds  of  the  applicable  series 
of  Future  Bonds  to  reimburse  an  Expenditure,  no  later  than  18  months  after  the  later  of  the 
date  on  which  the  Expenditure  is  paid  or  the  Project  is  placed  In  service  or  abandoned,  but  in 
no  event  more  than  three  years  after  the  date  on  which  the  Expenditure  is  paid.  The  City 
recognizes  that  exceptions  are  available  for  certain  “preliminary  expenditures,”  costs  of 
issuance,  certain  de  minimis  amounts,  expenditures  by  “small  issuers”  (based  on  the  year  of 
issuance  and  not  the  year  of  expenditure)  and  expenditures  for  construction  projects  of  at 
least  5 years. 

Section  18.  The  appropriate  officers,  employees,  representatives  and  agents  of  the 

City  are  hereby  authorized  and  directed  to  do  everything  necessary  or  desirable  to  accomplish 

the  calling  and  holding  of  the  Bond  Special  Election,  and  to  otherwise  carry  out  the  provisions 

of  this  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA, 

City  Attorney 

By:  

Kenneth  David  Roux 
Deputy  City  Attorney 

n:\legana\as2014\1400378\00923253.doc 
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FILE  NO. 


ORDINANCE  NO. 


[Planning  Code  - Formula  Retail  and  Large-Scale  Retail  Controls] 

Ordinance  amending  the  Planning  Code  to  amend  the  definition  of  formula  retail  to 
include  businesses  that  have  20  or  more  outlets  worldwide;  expand  the  applicability  of 
formula  retail  controls  to  other  types  of  uses;  require  Conditional  Use  Authorization  for 
formula  retail  establishments  in  the  C-3-G  district  with  facades  facing  Market  Street, 
between  6th  Street  and  the  intersection  of  Market  Street,  12th  Street  and  Franklin 
Street;  expand  the  applicability  of  formula  retail  controls  to  create  a new  administrative 
review  process  for  the  authorization  of  a new  formula  retail  operator  at  a parcel  that 
had  previously  received  a Conditional  Use  Authorization  for  the  same  formula  retail 
use  type  and  size,  which  will  include  new  notification  procedures,  performance 
standards,  and  a process  for  requiring  Planning  Commission  review  when  the 
performance  standards  are  not  met  or  upon  request;  delete  the  requirement  for 
Conditional  Use  authorization  when  a formula  retail  establishment  changes  operator 
but  remains  the  same  size  and  use  category  and  instead  require  the  new  administrative 
review;  amend  the  Conditional  Use  criteria  for  Large-Scale  Retail  Uses  to  require  an 
economic  impact  study  and  establish  new  fees  for  said  study;  and  adopting  findings, 
including  environmental  findings,  Section  302  findings  and  findings  of  consistency 
with  the  General  Plan  and  Planning  Code  Section  101.1. 


NOTE;  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  Sin2le-underline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  Stfiketkrough  italics  Timos-New  Roman  font. 
Board  amendment  additions  are  In  double-underlined  Arial  font. 
Board  amendment  deletions  are  in  strikethrough  Arial  fo^ 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 
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Be  It  ordained  by  the  People  of  the  City  and  County  of  San  Francisco; 

Section  1 . Findings. 

(a)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 

ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  Said  determination  is  on  file  with  the  Clerk  of  the  Board  of 
Supervisors  in  File  No. and  is  incorporated  herein  by  reference. 

(b)  On , the  Planning  Commission,  in  Resolution  No. , adopted 

findings  that  the  actions  contemplated  In  this  ordinance  are  consistent,  on  balance,  with  the 
City’s  General  Plan  and  eight  priority  policies  of  Planning  Code  Section  101.1.  The  Board 
adopts  these  findings  as  its  own.  A copy  of  said  Resolution  is  on  file  with  the  Clerk  of  the 
Board  of  Supervisors  in  File  No.  , and  is  incorporated  herein  by  reference. 

(c)  Pursuant  to  Planning  Code  Section  302,  this  Board  finds  that  this  Planning  Code 
Amendment  will  serve  the  public  necessity,  convenience,  and  welfare  for  the  reasons  set  forth 

in  Planning  Commission  Resolution  No. and  the  Board  incorporates  such  reasons 

herein  by  reference. 

Section  2.  The  Planning  Code  is  hereby  amended  by  revising  Subsections  303(i)  and 
303(j),  to  read  as  follows; 

(i)  Formula  Retail  Uses. 

(1)  Formula  Retail  Use.  A formula  retail  use  is  hereby  defined  as  a type  of 
retail  sales  activity  or  retail  sales  establishment  which,  if  the  requested  apDlication  were  to  be 
approved,  would  have  has  twenty  eleverhOV  more  other  retail  sales  establishments  in  operation,  or 
with  local  land  use  or  permit  entitlements  already  approved,  located  in-the  United  States  anywhere  in 
the  world.  In  addition  to  the  twenty  eleven  establishments  either  in  operation  or  with  local  land  use 
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or  permit  entitlements  approved  for  operation,  the  business  maintains  two  or  more  of  the 
following  features:  a standardized  array  of  merchandise,  a standardized  facade,  a 
standardized  decor  and  color  scheme,  uniform  apparel,  standardized  signage,  a trademark  or 
a servicemark. 

(A)  Standardized  array  of  merchandise  shall  be  defined  as  50%  or  more 
of  in-stock  merchandise  from  a single  distributor  bearing  uniform  markings. 

(B)  Trademark  shall  be  defined  as  a word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  the  goods  from  one  party  from  those  of  others. 

(C)  Sen/icemark  shall  be  defined  as  word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  a service  from  one  parly  from  those  of  others. 

(D)  Decor  shall  be  defined  as  the  style  of  Interior  furnishings,  which  may 
include  but  is  not  limited  to,  style  of  furniture,  wall  coverings  or  permanent  fixtures. 

(E)  Color  Scheme  shall  be  defined  as  selection  of  colors  used 
throughout,  such  as  on  the  furnishings,  permanent  fixtures,  and  wall  coverings,  or  as  used  on 
the  facade. 

(F)  Facade  shall  be  defined  as  the  face  or  front  of  a building,  including 
awnings,  looking  onto  a street  or  an  open  space. 

(G)  Uniform  Apparel  shall  be  defined  as  standardized  items  of  clothing 
including  but  not  limited  to  standardized  aprons,  pants,  shirts,  smocks  or  dresses,  hat,  and 
pins  (other  than  name  tags)  as  well  as  standardized  colors  of  clothing. 

(H)  Signage  shall  be  defined  as  business  sign  pursuant  to  Section  602.3 
of  the  Planning  Code. 
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(2)  "Retail  Sales  Activity  or  Retail  Sales  Establishment."  For  the  purposes 
of  thii  subsection  (i),  a retail  sales  activity  or  retail  sales  establishment  shall  include  the 
following  uses,  as  defined  in  Article^  i.  7.  andAftiele  and  8 of  this  Code:  "Bar,"  "Drive-up 
Facility,"  "Eating  and  Drinking  Use,"  "Liquor  Store,"  "Sales  and  Service,  Other  Retail," 
"Restaurant,"  "Limited-Restaurant,"  "Take-Out  Food,"  "Sales  and  Service,  Retail,”  "Service, 
Financial,"  "Movie  Theater,"  md  "Amusement  and  Game  ArcaderJ'  "Service.  Limited  Financial. " 
"Service.  Business  or  Professional.  ” and  "Service,  Fringe  Financial. " 

(3)  Conditional  Use  Criteria.  With  regard  to  a conditional  use  authorization 
application  for  a formula  retail  use,  the  Planning  Commission  shall  consider,  in  addition  to  the 
criteria  set  forth  in  Subsection  (c)  above,  the  criteria  below  and  the  Performance-Based  Standards 
adopted  by  the  Plannim  Commission  to  implement  the  criteria  below. 

(A)  The  existing  concentrations  of  formula  retail  uses  within  a V4  mile  of 


the  proposed  proiei 

(B)  The  availability  of  other  similar  retail  uses  within  a V4  mile  of  the 

(C)  The  compatibility  of  the  proposed  formula  retail  use  with  the  existing 
architectural  and  aesthetic  character  of  the  district. 

(D)  The  existing  retail  vacancy  rates  within  a Va  mile  of  the  proposed 


(E)  The  existing  mix  of  Citywide-serving  retail  uses  and  f 
daily  needs-setWVC\Q  retail  uses  within  a V4  mile  of  the  proposed  project  the  distriet. 

(F)  Additional  relevant  data  and  analysis  set  forth  in  the  Perfonnance 
Review  Standards  adopted  by  the  Plannim  Commission. 

(G)  If  required  by  Section  303(j}  for  Larse  Retail  Uses,  preparation  of  an 
economic  impact  study. 
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(H)  Notwithstandins  anvthins  to  the  contrary  contained  in  Planning  Code 


Article  6 limitim  the  Plannins  Department’s  and  Planning  Commission’s  discretion  to  review  sii^ns, 

the  Planning  Department  and  Plannine  Commission  may  review  and  exercise  discretion  to  require 

chanses  in  the  time,  place  and  manner  of  the  proposed  sisnase  for  the  proposed  formula  retail  use. 

(4)  Conditional  Use  Authorization  Required.  A Conditional  Use  Authorization  shall 
be  required  for  a formula  retail  use  in  the  following  zoning  districts  unless  explicitly  exempted: 

(A)  All  Neighborhood  Commercial  Districts  in  Article  7; 

(B)  All  Mixed  Use-General  Districts  in  Section  840; 

(C)  All  Urban  Mixed  Use  Districts  in  Section  843; 

(D)  All  Residential-Commercial  Districts  as  defined  in  Section  206.3; 

(E)  Japantown  Special  Use  District  as  defined  in  Section  249.31 ; 

(F)  Chinatown  Community  Business  District  as  defined  in  Section  81 0.1 ; 

(G)  Chinatown  Residential/Neighborhood  Commercial  District  as  defined  in 

812.1; 

(H)  Western  SoMa  Planning  Area  Special  Use  District  as  defined  in  823; 

(I)  Residential  Transit-Oriented  Districts  as  defined  in  206.4  and  206.5; 

(J)  Limited  Conforming  Use/Non-Conforming  Use  in  RH-RM-RTO  and  RED 

Districts. 

(K)  The  establishment  of  any  new  formula  retail  establishment  in  the  C-3-G 
District  with  frontage  on  Market  Street,  between  6'^  Street  and  the  intersection  of  Market  Street,  12th 

Street  and  Franklin  Street. 

(5)  Formula  Retail  Uses  Not  Permitted.  Formula  Retail  Uses  are  not 
permitted  in  the  following  zoning  districts: 

(A)  Hayes-Gough  Neighborhood  Commercial  Transit  District; 

(B)  North  Beach  Neighborhood  Commercial  District; 
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(C)  Chinatown  Visitor  Retail  District; 

(D)  Upper  Fillmore  District  does  not  permit  Formula  Retail  uses  that  are 
also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90  and  790.91; 

(E)  Broadway  Neighborhood  Commercial  District  does  not  permit  Formula 
Retail  uses  that  are  also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90 
and  790.91; 

(F)  Mission  Street  Formula  Retail  Restaurant  Subdistrict  does  not  permit 
Formula  Retail  uses  that  are  also  Restaurant  or  Limited-Restaurant  uses  as  defined  in 
Section  790.90  and  790.91; 

(G)  Geary  Boulevard  Formula  Retail  Pet  Supply  Store  and  Formula  Retail 
Eating  and  Drinking  Subdistrict  does  not  permit  Formula  Retail  uses  that  are  also  either  a 
Retail  Pet  Supply  Store  or  an  Eating  and  Drinking  use  as  set  forth  in  Section  781 .4; 

(H)  Taraval  Street  Restaurant  Subdistrict  does  not  permit  Formula  Retail 
uses  that  are  also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90  and 
790.91; 

(I)  Chinatown  Mixed  Use  District  does  not  permit  Formula  Retail  uses  that  are 
also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90  and  790.91. 

(6)  Neighborhood-eofftOTcrefa/  Notification  and  Design  Review.  Any 
building  permit  application  for  a "formula  retail  use"  as  defined  in  this  section  and  located  within 
a Neighborhood  Gommcrcial  District  in  Article  7 shall  be  subject  to  the  Neighborhood  Commercial 
Notification  fl«<j_Design  Review  Procedures  of  Section  312  of  this  Coder,  unless  the  proposed 
formula  retail  use  is  subject  to  the  process  set  forth  in  the  Planning  Commission ’s  Performance-Based 

Review,  as  described  in  Section  303(i)(9).  in  which  case  the  notice  procedures  described  in  that 

subsection  shall  avvlv. 
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(7)  Change  in  Use.  A change  from  one  formula  retail  use  to  another  requires 
a new  Conditional  Use  Authorization,  whether  or  not  a Conditional  Use  Authorization  would 


othen/vise  be  required  by  the  particular  change  in  use  in  question.  This  Conditional  Use 
Authorization  requirement  also  applies  in  changes  from  one-Formula  Retail  operator  te  another  wkkm 

the -same-use  catesorvr  A new  Conditional  Use  Authorization  shall  not  apply  to  a change  in  a 
formula  use  retailer  that  meets  the  following  criteria: 

(A)  the  formula  use  operation  remains  the  same  in  terms  of  its  size,  function 
i use  category  as  determined  by  the  Zoning  Administrator, 


(B)  tke-ehange  in  the  formula  retail  use  operatorAs-the  result  of  the  business  being 
purchased  by  another-fermula  retail  operator-who  will  retam-allrcomponents-of  the  existing  retailer 

and  make  minor  alterations  to  the  establishmentfs-)-sueh  as  sienage  and  branding  the  new  application 
complies  with  the  Performance  Review  Standards  adopted  bv  the  Planning  Commission,  as  such 

Standards  may  be  amended  by  subsequent  Plannins  Commission  action, 

(C)  the  required  public  notification  for  the  Performance  Review  Standards  has  been 
provided  as  described  in  Section  303(i)(9).  and 

(D)  there  has  been  no  request  made  to  the  Department  to  brim  the  proposed  project 
to  the  Plannins  Commission  for  a discretionary  review  hearins. 

The  new  operator  shall  comply  with  all  conditions  of  approval  previously 
imposed  on  the  existing  operator,  including  but  not  limited  to  signage  programs  and  hours  of 
operation;  and  shall  conduct  the  operation  generally  in  the  same  manner;  and  shall  comply  with 
the  Performance  Review  Standards  as  described  in  Section  303(i)(9).  and  offer  essentially  the  same 
services  and/oMype  of  merchandise;  or  seek  and  be  granted  a new  Conditional  Use 
Authorization. 
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(8)  Determination  of  Formula  Retail  Use.  In  those  areas  in  which  “formula 
retail  uses"  are  prohibited,  any  building  permit  application  determined  by  the  City  to  be  fora 
"formula  retail  use"  that  does  not  Identify  the  use  as  a "formula  retail  use"  is  incomplete  and 
cannot  be  processed  until  the  omission  is  corrected.  Any  building  permit  approved  that  is 
determined  by  the  City  to  have  been,  at  the  time  of  application,  for  a "formula  retail  use"  that 
did  not  identify  the  use  as  a "formula  retail  use"  is  subject  to  revocation  at  any  time. 

In  those  areas  in  which  "formula  retail  uses"  are  subject  to  the  provisions  of  subsection 
303(i)f6)  or  303 (i)(9).  anv  buildine  permit  aPDlication  determined  bv  the  City  to  be  for  a "formula 

retail  use"  that  does  not  identify  the  use  as  a "formula  retail  use"  is  incomplete  and  cannot  be 

processed  until  the  omission  is  corrected.  Any  buildins  permit  approved  that  is  determined  by  the  City 

to  be  for  a "formula  retail  use"  that  does  not  identify  the  use  as  a "formula  retail  use"  shall  be  void  and. 

in  order  to  be  reconsidered,  shall  comply  with  the  requirements  in  subsection  (i)(6)  or  (i)(9).  as 

applicable. 

If  the  City  determines  that  a building  permit  application  or  building  permit  subject  to  this 
Section  of  the  Code  is  for  a "formula  retail  use,"  the  building  permit  application  or  holder  bears 
the  burden  of  proving  to  the  City  that  the  proposed  or  existing  use  is  not  a "formula  retail  use." 
(9)  Performance  Review  Standards.  Certain  applications  for  Formula  Retail  uses,  which 

meet  the  criteria  below,  may  be  reviewed  bv  Department  staff  pursuant  to  the  Performance  Review 

Standards  adopted  by  the  Plannine  Commission,  unless  other  requirements  of  this  Code  require  a 

Planning  Commission  hearins.  The  applicant  shall  also  pay  an  administrative  fee  to  compensate 

Planning  Department  and  City  staff  for  its  time  reviewing  the  project  under  this  subsection,  as  set  forth 

in  Section  360  of  this  Code. 

(A)  Adherence  to  Performance  Review  Standards.  The  proposed  project  shall  satisfy 
the  Commission ’s  adopted  Performance  Review  Standards  for  Formula  Retail  as  described  in  Sec. 

(i)(3)(C)  for  the  design  of  the  fagade  and  signage. 
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(B)  Public  Notice.  Upon  determination  that  an  application  is  in  compliance  with  the 
requirements  of  the  Code  and  the  Commission's  Performance  Review  Standards  for  Formula  Retail, 

the  Planning  Department  shall  sive  notice  of  the  application  as  follows: 

(i)  Mailed  and  Posted  Notice.  The  Department  shall  cause  a notice  to  be  posted 
on  the  site  pursuant  to  rules  established  by  the  Zoning  Administrator  and  shall  cause  a written  notice 

describing  the  proposed  project  to  be  sent  in  the  manner  described  below.  This  notice  shall  be  in 

addition  to  any  other  required  notices  required  by  the  Municipal  Code  and  shall  have  a format  and 

content  determined  b\  the  Zoning  Administrator.  It  shall  include  a description  of  the  proposal 

compared  to  any  existing  improvements  on  the  site  with  dimensions  of  the  basic  features,  elevations 

and  site  plan  of  the  proposed  project  including  the  position  of  any  adjacent  buildings,  exterior 

dimensions  and  finishes,  a graphic  reference  scale,  existing  and  proposed  uses  and  commercial  or 

institutional  business  name,  if  known.  The  notice  shall  describe  the  project  review  process  and  shall  set 

forth  the  mailing  date  of  the  notice  and  the  expiration  date  of  the  notification  period.  Written  notice 

shall  be  mailed  to  the  notification  group  which  shall  include  the  project  sponsor,  tenants  of  the  subject 

property,  the  Planning  Commission,  relevant  neighborhood  organizations  as  described  in  Section 

312  (d)(2)(C],  and  all  individuals  having  made  a written  request  for  notification  for  a specific  parcel  or 

parcels  pursuant  to  Plannins  Code  Section  351(g). 

(ii)  Notification  Period.  Notwithstanding  the  notice  requirement  set  forth  in 
Planning  Code  Section  312.  all  building  permit  applications  shall  be  held  for  a period  that  is  the  longer 

of  10  calendar  days  from  either  the  date  of  the  mailed  notice  or  posting  at  the  project  site. 

(Hi)  Elimination  of  Duplicate  Notice.  The  notice  provisions  of  this  Section  max 
be  waived  by  the  Zoning  Administrator  for  building  permit  applications  for  projects  that  have  been,  or 

before  approval  will  be.  the  subject  of  a duly  noticed  public  hearing  before  the  Planning  Commission 

or  Zoning  Administrator,  provided  that  the  nature  of  work  for  which  the  building  permit  application  is 

required  is  both  substantially  included  in  the  hearing  notice  and  is  the  subject  of  the  hearing. 
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( iv)  Requests  for  Mandatory  Discretionary  Review.  A request  for  the 
Plannine  Commission  to  hold  a Discretionary  Review  hearing  for  a specific  buildins  permit 

application  shall  be  considered  by  the  Plannim  Commission  if  received  bv  the  Plarmins  Department 

no  later  than  5:00  p.m.  of  the  last  day  of  the  notification  period  as  described  under  Subsection  (i)(9)(B) 

above,  and  consistent  with  guidelines  adopted  by  the  Commission.  The  project  sponsor  of  a buildins  ! 

permit  application  may  request  a Discretionary  Review  bv  the  Plannim  Commission  to  resolve  , 

conflicts  between  the  Director  of  Plannim  and  the  project  sponsor  concemine  requested  modiftcations  ! 

to  comply  with  the  Performance  Review  Standards  for  Formula  Retail.  If  a timely  request  is  made  for 

Discretionary  Review  bv  the  Commission  for  a permit  that  would  otherwise  only  be  subject  to  the 

Performance  Review  Standards  for  Formula  Retail  then  the  Commission  shall  hold  a Discretionary  ! 

Review  hearim  and  consider  the  proposed  project  and  all  of  the  criteria  described  in  Sec.(i)(3)(A-H)  at 

such  hearim. 

(10)  Findinss.  The  Plannim  Commission  or  Plannim  Department  shall  adopt  findinss  for 

approval  of  a Formula  Retail  use  as  established  in  Section  703.3(a). 

(j)  Large-Scale  Retail  Uses.  With  respect  to  applications  for  the  establishment  of 
large-scale  retail  uses  under  Section  121.6,  in  addition  to  the  criteria  set  forth  in  Subsections 
(c)  and  (d)  above,  the  Commission  shall  consider  the  following: 

(1 ) The  extent  to  which  the  retail  use's  parking  is  planned  in  a manner  that  creates 
or  maintains  active  street  frontage  patterns; 

(2)  The  extent  to  which  the  retail  use  is  a component  of  a mixed-use  project  or  Is 
designed  in  a manner  that  encourages  mixed-use  building  opportunities: 

(3)  The  shift  in  traffic  patterns  that  may  result  from  drawing  traffic  to  the  location  of 
the  proposed  use;  and 

(4)  The  impact  that  the  employees  at  the  proposed  use  will  have  on  the  demand  in 
the  City  for  housing,  public  transit,  childcare,  and  other  social  services. 
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(5)  An  economic  impact  study.  The  Plannina  Department  shall  urcpura  an  economic 


impact  study  using  qualified  city  staff  or  shall  select  a consultant  from  a pool  nf  pre-qualiried 

consultants  to  prepare  the  economic  impact  study  required  by  this  subsection.  The  analysis,  in  the  form 

of  a study,  shall  be  considered  by  the  Planning  Commission  in  its  review  of  the  application.  The 

applicant  shall  bear  the  cost  of  paying  the  consultant  for  his  or  her  work  preparing  the  economic 

impact  study,  and  any  necessary  documents  prepared  as  part  of  that  study.  The  applicant  shall  also 

pay  an  administrative  fee  to  compensate  Planning  Department  and  City  staff  for  its  time  reviewing  the 

study,  as  set  forth  in  Section  359  of  this  Code.  The  study  shall  evaluate  the  potential  economic  impact 

of  the  applicant’s  proposed  project,  includins: 

(A)  Employment.  The  report  shall  include  the  following  employment 
information:  a projection  of  both  construction-related  and  permanent  employment  generated  by  the 

proposed  project:  an  analysis  of  whether  the  proposed  project  will  result  in  a net  increase  or  decrease 

in  permanent  employment  in  the  impact  area:  and  the  effect  on  \ya2es  and  benefits  of  employees  of 

other  retail  business  and  community  income  levels  in  the  impact  area. 

(B)  Public  Services.  A projection  of  the  costs  of  public  services  and  facilities, 
includins  transit,  childcare,  and  social  services  resulting  from  the  operation  of  the  proposed  project 

and  incident  of  those  costs,  includim  costs  to  the  State  or  City  and  County  of  San  Francisco  of  any 

public  assistance  that  employees  of  the  proposed  store  will  be  elieible  for  based  on  the  wases  and 

benefits  to  be  paid  by  the  proposed  project. 

(C)  Public  Revenue.  A projection  of  the  potential  chanees  to  sales  tax  revenue, 
property  taxes,  impact  fee  assessments,  and  other  public  revenue  that  would  be  senerated  by  the 

proposed  project. 

(D)  Leakage  Study.  An  analysis  of  whether  the  proposed  project  will  result  in  a 
net  increase  or  decrease  in  the  City's  capture  of  spending  by  area  residents  on  items  that  would 

otherwise  be  purchased  outside  the  City  & County  of  San  Francisco. 
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(E)  Local  Multwlier/Recirculation  Study.  An  analysis  of  whether  the  proposed 
project  will  result  in  a net  increase  or  decrease  of  commercial  activity  within  the  City  & County  of  San 

Francisco  economy  if  the  proposed  project  is  approved.  This  study  shall  describe  whether  the 

recirculation  of  dollars  would  increase  or  decrease  in  the  followim  cate2ories:  1 ) direct  spendins  bv 

the  proposed  project  and  the  spending  of  its  competitors:  2)  indirect  spending  that  the  suuvortins 

businesses  of  the  proposed  project  and  its  competitors  in  the  impact  area  spend:  and  3)  induced 

spendins  bv  the  employees  of  the  proposed  project,  the  employees  of  its  local  competitors  in  the  impact 

area  and  the  employees  ofsupoortins  businesses, 

(F)  Impact  Area.  The  area  to  be  studied  for  potential  economic  impacts  of  the 
proposed  project  shall  be  determined  by  the  City  in  consultation  with  the  expert  conductins  the  study. 

In  no  case  shall  the  study  area  be  less  than  0.5  miles  nor  sreater  than  3.5  miles. 

Section  3.  The  Planning  Code  is  hereby  amended  by  revising  Section  703.3  to  read  as 
follows: 

(a)  Findings. 

(1)  San  Francisco  is  a city  of  diverse  and  distinct  neighborhoods  identified  in  large 
part  by  the  character  of  their  commercial  areas. 

(2)  San  Francisco  needs  to  protect  its  vibrant  small  business  sector  and  create  a 
supportive  environment  for  new  small  business  innovations.  One  of  the  eight  Priority  Policies 
of  the  City's  General  Plan  resolves  that  "existing  neighborhood-serving  retail  uses  be 
preserved  and  enhanced  and  future  opportunities  for  resident  employment  in  and  ownership 
of  such  businesses  enhances." 

(3)  Retail  uses  are  the  land  uses  most  critical  to  the  success  of  the  City's 
commercial  districts. 
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(4)  Formula  retail  businesses  are  increasing  in  number  in  San  Francisco,  as  they 
are  in  cities  and  towns  across  the  country. 

(5)  Money  earned  by  independent  businesses  is  more  likely  to  circulate  within  the 
local  neighborhood  and  City  economy  than  the  money  earned  by  formula  retail  businesses 
which  often  have  corporate  offices  and  vendors  located  outside  of  San  Francisco. 

(6)  Formula  retail  businesses  can  have  a competitive  advantage  over  independent 
operators  because  they  are  typically  better  capitalized  and  can  absorb  larger  startup  costs, 
pay  more  for  lease  space,  and  commit  to  longer  lease  contracts.  This  can  put  pressure  on 
existing  businesses  and  potentially  price  out  new  startup  independent  businesses. 

(7)  San  Francisco  is  one  of  a very  few  major  urban  centers  in  the  State  in  which 
housing,  shops,  work  places,  schools,  parks  and  civic  facilities  intimately  co-exist  to  create 
strong  identifiable  neighborhoods.  The  neighborhood  streets  invite  walking  and  bicycling  and 
the  City's  mix  of  architecture  contributes  to  a strong  sense  of  neighborhood  community  within 
the  larger  City  community. 

(8)  Notwithstanding  the  marketability  of  a retailer's  goods  or  services  or  the  visual 
attractiveness  of  the  storefront,  the  standardized  architecture,  color  schemes,  decor  and 
signage  of  many  formula  retail  businesses  can  detract  from  the  distinctive  character  of  certain 
Neighborhood  Commercial  Districts. 

(9)  The  increase  of  formula  retail  businesses  in  the  City's  neighborhood 
commercial  areas,  if  not  monitored  and  regulated,  will  hamper  the  City's  goal  of  a diverse 
retail  base  with  distinct  neighborhood  retailing  personalities  comprised  of  a mix  of  businesses. 
Specifically,  the  unregulated  and  unmonitored  establishment  of  additional  formula  retail  uses 
may  unduly  limit  or  eliminate  business  establishment  opportunities  for  smaller  or  medium- 
sized businesses,  many  of  which  tend  to  be  non-traditional  or  unique,  and  unduly  skew  the 
mix  of  businesses  towards  national  formula  retailers  in  lieu  of  local  or  regional  unique  or  start-up 
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retailers,  thereby  decreasing  the  diversity  of  merchandise  available  to  residents  and  visitors 
and  the  diversity  of  purveyors  of  merchandise. 

(1 0)  If,  in  the  future,  neighborhoods  determine  that  the  needs  of  their 
Neighborhood  Commercial  Districts  are  better  served  by  eliminating  the  notice  requirements 
for  proposed  formula  retail  uses,  by  converting  formula  retail  uses  into  conditional  uses  in  their 
district,  or  by  prohibiting  formula  retail  uses  in  their  district,  they  can  propose  legislation  to  do 
so. 

(11)  Formula  retailers  are  establishments  with  multiple  locations  and  standardized  features 
or  a recosnizable  appearance.  Recoenition  is  dependent  upon  the  repetition  of  the  same 

characteristics  of  one  store  in  multiple  locations.  The  sameness  of  formula  retailers  outlets,  while 

providins  clear  branding  for  consumers,  counters  the  seneral  direction  of  certain  land  use  controls  and  \ 

General  Plan  Policies  which  value  unique  community  character  and  therefore  need  controls,  in  certain 

areas,  to  maintain  neighborhood  individuality. 

(12)  Accordins  to  an  average  often  studies  done  by  the  firm  Civic  Economics  and  published 

bv  the  American  Independent  Business  Alliance  in  October  of  2012.  spendine  bv  independent  retailers 

generated  3.7  times  more  direct  local  spendins  than  that  of  formula  retail  chains. 

( 13 ) According  to  a 2014  Study  bv  the  San  Francisco  Office  of  Economic  Analysis  ( OEA ) 

report  “Expanding  Formula  Retail  Controls:  Economic  Impact  Report"  formula  retail  controls  may 

have  an  effect  on  the  City’s  economy,  through  their  effect  on  the  City’s  neighborhoods. 

(14)  The  OEA  Report  found  that  in  general,  chain  stores  charge  lower  prices  and  provide 

affordable  goods,  but  may  spend  less  within  the  local  economy,  and  can  be  unpopular  with  some 

residents  because  they  can  be  seen  to  diminish  the  character  of  the  neighborhood.  At  the  same  time, 

this  OEA  Report  found  that  excessively  limiting  chain  stores  can  reduce  commercial  rents  and  raise 

vacancy  rates. 
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(15)  Throueh  a 2014  study  commissioned  by  the  Planning  Department,  titled  "San  Francisco 


Formula  Retail  Economic  Analysis,  ” staff  and  consultants  conducted  one  on  one  interviews  and 

worked  with  small  srouys  includins  independent  retailers,  small  business  owners,  merchants 

associations,  formula  retailers,  commercial  brokers,  neighborhood  representatives  and  other 

stakeholders.  The  Study  found  that  landlords  often  perceive  a benefit  in  renting  to  large  established 

chains,  which  landlords  believe  typically  have  better  credit  and  can  sign  longer  leases  than  local. 

independent  retailers,  lowerins  the  risk  that  the  tenant  will  be  unable  to  pay  its  rent.  The  existing  land 

use  controls  for  formula  retail  create  a disincentive  for  formula  retailers  to  locate  where  those  controls 

on  formula  retail  uses  apply. 

(b)  Formula  Retail  Use.  Formula  retail  use  is  hereby  defined  in  Section  303(i).-ets-a 


type-of-retaU  sales-activity  or  retail  sales  cstabli 

shment  which,  along^itkelevi 

en  or  more  other  retail 

merchandise,  a standardized  facade,  a standardized  decor  and  color  scheme,  t 

a -standardized  array  of 

i uniform  apparel. 

standardited-^i-gnagc,  a trademark  or  a servicemark. 


^ — Standardized-array  of-merchandise  shall  be  defined  as 

■50%  or  mo. 

re  of  in  stock 

^r  a combination 

DTTt^ruv  XJJ  srtv  gtrtnxj  jrtrrrt  zrnt 

party  from  those  of-others. 

f a combination 

jf  design,  oi 

yj  I’llU.l’  I.L.  J Ul  LLt  If  tV  jC/Uf  XJJ  U J t.  / JftJf  ft  WfiV 

— Decor  shall  be  defined-as  the-style-of  interior  finishings 

»,  which  ma] 

include  but~is 

not  limited  to,  style  of  furniture,  wallcoverings  or-permanent  fixtures. 
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(S^ — Gelef-Seheme  shall  be  defined  as -selection  of  colors  used  throughout,  such- as  on 

tkefumishingsrpermanent  fixtures,  and  wallcoverings,  or  as  used  on  the  facade. 

— Facade  shall  be  defined  as-theface  or  front  of  a building,  including  awnings, 

looking-onte-a-street-er-an-epen-spaeer 

— — Uniform  Apparel  shall  be-defined-asstandardized  items-of  clothing  inchtdmg-but 

not  limited-to  standardized  aprons,-pants,  shirts,  smocks  or  dresses,  hat,  and  pms-(other  than  name 

tags}  as  well  as  standardized-eolors  -of-elething.- 

^ — Signage  shalirbe-defined  as  business  sign  pursuant-to  SectionrSQI.  3 of  the  Planning 

(c)  "Retail  Sales  Activity  or  Retail  Sales  Establishment"  shall  include  the  uses  i 
defined  in  Section  303(i)(2)  of  this  Code. 

(d)  Formula  Retail  Uses  Permitted.  Any  use  permitted  in  certain  districts  defined  in 
Section  303  (\)(5}(A),  which  is  also  a ''formula  retail  use"  as  defined  in  this  Section,  is  hereby 
permitted. 

(e)  Formula  Retail  Use  Prohibited.  Notwithstanding  subsection  (d),  certain  districts 
may  prohibit  formula  retail  uses  or  a subset  of  formula  retail  uses  as  described  in  Section  303 
(i)(5). 

(f)  Conditional  Uses.  Notwithstanding  subsections  (d)  or  (e),  a Conditional  Use 
Authorization  shall  be  required  for  a formula  retail  use  in  the  zoning  districts  listed  in  Section 
303  (i)(4),  unless  explicitly  exempted.  Additional  criteria  to  be  used  by  the  Planning 
Commission  when  considering  granting  conditional  use  permits  to  formula  retail  uses  in  these 
districts  are  listed  in  Section  303(i). 

(g)  Neighborhood  Commercial  Notification  and  Design  Review.  After  the 
effective  date  of  this  Ordinance,  any  building  permit  application  for  a use  permitted  in  a 
Neighborhood  Commercial  District  which  is  also  a "formula  retail  use"  as  defined  in  this 
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section  shall  be  subject  to  the  Neighborhood  Commercial  Notification  and  Design  Review 
Procedures  of  Section  342-303(i)(6)  of  this  Code. 


guidelines  which  it  shall  employ  when  considering-any  request  for  discretionary  review  made-pursuant 

to  this  Section.  These  guidelines  shall-include  but  are  not- limited  to  consideration  of  the  following 


(I)  - Existing  concentrations-of  formula  retail  uses  within  the  Neighborhood  Commercial 


Distriefr 

(2)  AvaUability-of  other  similar  retail  uses  within  the  Neighborhood  Commercial  Districh 

(3)  Compatibility  of  the  proposed  formula  retail  use  with  the  existing  architectural  and 

aesthetic  character- of -the  Neighborhood  Commercial  District. 

— (4)— Existing  retadrvacancy  rates  within  the-Neighborhood  Commercial-District. 

(5)— Existing  mix-of-Gitywide  sen'ing  retail  uses  and  neighborhood  serving  retail  uses 

witkin-the-Neighborhood  Commercial  District. 

(h)  /-t-)—  Determination  of  Formula  Retail  Use.  Section  303(i)  establishes  the  process 
for  correctine  omissions  within  After  the  effective  date  of  this  Ordinance,  in  those  areas-ip-whicb 
"formula  retail  uses"  are  prohibited,  any  building  permit  application  determined  by  the  City  to  be 
for  a "formula  retail  use"  that  does  not  identify  the  use  as  a "formula  retail  use/  is  incomplete 
andreannot  be  processed  until  the  omission  is-cerrected.  Any  building  permit  approved  after  the 

effective  date  of  this  Ordinance  that  is  determined  by  the  City-to  have  been,  at  tke  time-of  application, 

for-a  "formula  retail-use"- that-did  not-identify  the  use  as  a "formula  retail  use"  is  subject  to  revocation 

at-anytimci 

After  the  effective  date  of  this  Ordinance,  in  those-areas  in  which  "formula  retail  uses^'-are 

subject  to-the  Neighborhood-Commercial  Notification  andrDesign  Review  provisions-eftsubscctien  {g}, 

any  building  permit  application  determined  by  the  City  to-be  for  a fformula  retail  use^that  does-not 
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identify  the  use  as  a "formula- retail-use"  is  incomplete  and  cannot  be  processed-  until  the  omission  is 

e&rr-eetedT-Afier  the  effective-date  of-this  Ordinance, -any-building  pennit  approved  that  is  determined 

by  the  City  to  be  for  a "formula-retail  use"  that  does  not  identify  the  use  as  a "formula  retail  use"  must  j 

i 

eemphte- the- Neighborhood  Commercial  Notification  and  Design  Review  required  in  subs€Ctien-(g-).  \ 

If  the  City  determines  that  a building  permit  application  or  building  permit  subject  to  this  j 

Seetion-ofthe  Code  is  for  a "formula  retail  use, " the  building-permit  applicant  or-holder-bears  the 

burden-of  proving  to  the  City  that  the  proposed  or  existing  use  is  not  a "formula  retail  use, " 


Section  4.  The  Planning  Code  is  hereby  amended  by  revising  Section  803.6  to  read 
as  follows: 

(a)  Findings,  The  findings  for  Formula  Retail  controls  are  set  forth  in  Section  703.3(a). 
(1}  San  Francis€o4s-a  city  of  diverse-end-distinct  neighborhoods  identified  in  large  part  by 


(2)  San  F-ranciseo-needs  to  protect  its  vibrant  small  business  sector  and  create  a 

supportive  environment  for-new  small  business  innovations.  One  of-thc  eight  Priority  Policies  of  the 

City's  General  Plan  resolves-that-^xisting-neighborhood  serving  retail  uses  be  preserved  and 

enhanced  and  future  opportunities  for  resident-employment  in  and  ownership  of  sueh-businesses 

enhances. " 

(3-}—R-etail-uses  are  the  land  uses-most-critical  to  the  success  of  the  City's  commercial 

districts. 

(4)  Formula  retail  businesses  are  increasing-in  number  in-San  Francisco,  as-they  are  in 

cities  and  towns  across  the  country? 

(5)  Money  eamedrby  independent  businesses  is  more  likely  to  circulate  within  the  local 

neighborhood  and  Gity-eeenemy  than  the  money-earned  by-formula  retail  businesses  which  often  have 
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for  lease-space,  ^nd  commit  to  longer  lease  contracts.  This  can-put  pressure  on  existing  husinesses-ofnl 

potentiaHy  price  out  new  startup  independent  businesses.- 


(7)  San-Francisco  is  one  of  a very  few-major  urban  centers  in-the  State  in  which  housing, 

shops,  work  placesrschools,  parks  and  civic  facilities  intimately  co  exist  to  create  strong  identifiable 

neighborhoods.  The  neighborhood  streets  invite  walking  and  bicycling  and  the  City's- mix  of 

architecture  contributes  to-a  strong  sense  of  neighborhood-community  within  the  larger  City 

community. 

(8)  Notwithstanding  the  marketability  of  a retailer's  goods-or  services  or  the  visual 

attractiveness  of  the  storefront,  the  standardized-architecture,  color  schemes,  decor-and-signage  of 

many  formuia- retail  businesses  can  detract  fram  the  distmctwe-eharacter-of  certain  Neighborhood 

(9)  The  increase  of  formula  retail-businesses  in  the-Gity's  neighborhood  commercial- areas,' 

if  not  monitored  and-regulated,- will  hamper-the  City's  goal  of  a diverse-retail  base  with  distinct 

neighborhood-retailing  personaUties-comprised  of  a mix^of-businesses- Specifically,  the  unregulated 

andrunmenkored-establishment-ofadditional  formula  retail-uses  may-unduly-limit  or  eliminate  business 

establishment  opportunities  for  smaller  or  medium  sized  businesses,  many  ofwhichtend  to  be-non- 

traditional  or  unique,  and  unduly  skew  the-mix-of-businesscs  towards  national  retailers  in  lieu  ofdocal 

or  regional  retailers,  thereby  decreasing  the  diversity-of-merckandise-available  to  residents  and 

visitors  and  the  diversity  of  purveyors  of-merchandise. 

in  the  future,  neighborhoods  determine  that  the  needs  of  their  Neighborhood 

Gommercial-Districts  are  better  served  by  eliminating  the-notice  requirements  for  proposed  formula 

retail  usesy-by  converting  formula  retail  uses  into  conditional  uses  in  their  district,  or  by  prohibiting 

formula  retail  uses  in  their  district,  they  can  propose  legislation  to  do  so. 
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(b)  Formula  Retail  Uses. 


(1)  Formula  Retail  Uses  Permitted  as  a Conditional  Use.  Formula  retail  uses 

within  Article  8 districts  require  Conditional  Use  Authorization  as  described  within  Section  303fi).&fe 

permitted-in  the  MUG  District,  UMU  Distrietr-WestemSoMA  Special  Use  District,  the  Chinato)\m 


as  a conditional  use.  When  considering  an-appUeationfor  a conditional-ase-permk'-imder-this  -Seetion, 

the-Planning  Commission  shall  consider  the  criteria  defined  in  Section  303(i)  of  this  Code. 

(2)  Formula  Retail  Uses  Prohibited.  The  establishment  of  new  formula  retail 


uses  within  Article  8 districts  is  prohibited  as  described  within  Section  303(i).in  the  Chinatown  Visitor 


Retail  District  is  prohibited;  The-cstablishmcnt  of  new  Restaurant-orLimited-Restaurant-uses  that  are 

alse-defined-as-fermula  retail  in  any  Chinatown  Mixed  Used^istriets-is-prehibited. 

(c)  Formula  Retail  Use  Defined.  Formula  retail  use  is  hereby  defined  in  Section 


chj-along  with  eleven  or  more 

features , a standardized-array  of  mcrchandise,  a standardized~fa^ade,  o 

sehemej-a  uniform  apparel, —standardized-signage,  a trademark  or-a  ser\ 

{1}'  Standardized  array  of  merchandiseshall  he  defined 

party  from  those  ofothersr 
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not  limited  to,  style  of  furniture,  wallcoverings  or  permanent  fixtures: 


looking-onto  -astreet  or  an  open  spacer 

-(Tj — Uniform  Apparel  shall  be  defined-as-standardized  items  of  clothing  including-but 

not  limited  to  standardized  aprons,  pants,  shirts,  smocks  or  dresses-, -hat,  and  pins  (other  than  name 

tags)-as-well  as  standardized-eolors  ofclothingr 

^ — Signage  shall  be  defined  as  business  signpursuant  toSeetion  602.3-of  the-Planning 


(9^ — '-^tail  Sales  Activity-or  Retail  Sales  Establishment"  shall  include  the  uses  defined 

in  Section  303(i)(2). 


(d)  Determination  of  Formula  Retail  Use.  Section  303(i)  establishes  the  process  for 
correctins  omissions  on  any  buildins  permit  application  determined  by  the  City  to  be  a "formula  retail 

I 

use"  that  does  not  identify  the  use  as  a "formula  retail  use. " If  the  City  determines  that  a building 
permit  application  or  building  permit  subject  to  this  section  of  the  Code  is  for  a "formula  retail  usef- 

the-buUding  permit  applicant-er-holder  bears  tke-burden  of  proving  to  the  City  that  the  proposed  or  \ 

existing  use  is  not  a-formula-i^etail  use.”- 


permit  applicationrdetermined  by  the  City  to  be  for  a "formula  retail  use-  that  does  not  identify  the 

as  a "formula-retail  use"  is  incomplete -and  cannot  be  processed  until  the  omission  is  corrected. 
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Section  5.  The  Planning  Code  is  amended  by  revising  Section  350(g),  to  read  as 
follows: 

Section  350.  Fees,  General 

(g)  Fee  Adjustments. 

(1)  The  Controller  will  annually  adjust  the  fee  amounts  specified  in  Sections  350- 
S58359  by  the  two-year  average  consumer  price  index  (CPI)  change  for  the  San 
Francisco/San  Jose  Primary  Metropolitan  Statistical  Area  (PMSA).  For  a listing  of  the 
Department's  current  fees  inclusive  of  annual  indexing  for  inflation,  reference  the  Schedule  of 
Application  Fees  available  on  the  Department  website. 

Section  6.  The  Planning  Code  is  amended  by  adding  new  Section  359,  to  read  as 
follows: 

Sec.  359.  Economic  Impact  Study  for  Laree  Scale  Retail  Use. 

The  fee  to  review  an  economic  impact  study,  as  required  by  Section  303(i}(5).  shall  be 

$3,500.00,  plus  any  additional  time  and  materials  as  set  forth  in  Section  350(c}. 

Sec.  360  Performance  Review  for  Formula  Retail  Use. 

The  fee  to  provide  performance  review  for  formula  retail  uses  as  required  by  Section  303(i)(9), 

shall  be  the  standard  buildins  permit  fee,  plus  time  and  materials  as  set  forth  in  Section  350(c). 

Section  7.  The  Planning  Code  is  amended  by  revising  Section  209.8,  to  read  as 
follows: 

SEC.  209.8.  COMMERCIAL  ESTABLISHMENTS  IN  R DISTRICTS. 


RH 

RH 

RH 

RH 

RH 

RM 

RM 

RM 

RM 

RTO 

RC 

RC 

-1 

-1 

RTO 

-1 

-2 

-3 

-1 

-2 

-3 

-4 

-M 

-3 

-4 

(D) 

(S) 
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SEC.  209.8.  COMMERCIAL 
ESTABLISHMENTS. 

(a)  Except  for  massage  establishments  as 
noted  in  Section  218.1,  retail,  personal  sen/ice 
or  other  commercial  establishment  is  permitted 
P P as  a principal  use  on  the  ground  floor  or  below 
of  a building  if  permitted  as  a principal  use  on 
the  ground  floor  in  an  NC-3  District,  unless 
otherwise  specified  in  this  Code. 


C 


C 


(b)  Except  for  massage  establishments  as 
noted  in  Section  218.1,  retail,  personal  service 
or  other  commercial  establishment  is  permitted 
as  a conditional  use  on  the  ground  floor  or 
below  of  a building  if  permitted  as  a conditional 
use  on  the  ground  floor  in  an  NC-3  District, 
unless  otherwise  specified  in  this  Code. 


C 


C 


(c)  Except  for  massage  establishments  as 
noted  in  Section  218.1,  retail,  personal  service 
or  other  commercial  establishment  is  permitted 
as  a conditional  use  above  the  ground  floor  of  a 
building  if  permitted  as  a principal  or  conditional 
use  on  the  ground  floor  in  an  NC-3  District, 
unless  otherwise  specified  in  this  Code. 
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c 

c 

(d)  Formula  Retail  Use,  as  defined  in  Section 

703.3(b)  303(i)  of  this  Code. 

(e)  Any  use  meeting  the  standards  and 

limitations  set  forth  in  Section  231:  Limited 

Comer  Commercial  Uses  in  RTO  Districts. 

p 

p 

p 

p 

c 

c 

(f)  Non-residential  use  exceeding  6,000 

gross  square  feet. 

p 

p 

(g)  Liquor  Store  on  the  ground  floor,  as 

defined  in  Section  790.55  of  this  Code,  unless 

otherwise  specified  in  this  Code. 

(h)  Drive-up  Facility,  as  defined  in  Section 

790.30  of  this  Code. 

p 

p 

(i)  Walk-up  Facility,  as  defined  in  Section 

790.140  of  this  Code,  is  permitted  as  a principle 

use  on  the  ground  floor  if  recessed  3 feet; 

requires  a conditional  use  if  not  recessed. 

p 

p 

(j)  Outdoor  Activity  Area,  as  defined  in 

Section  790.70  of  this  Code,  if  in  front;  requires 

a conditional  use  if  elsewhere. 

Section  8.  The  Planning  Code  Is  amended  by  revising  Section  218,  to  read  as  follows: 

SEC.  218.  RETAIL  SALES  AND  PERSONAL  SERVICES. 
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::-2 

C-3- 

0 

C-3-0 

(SD) 

C-3- 

R 

C-3-G 

C-3- 

S 

C-M 

M-1 

M-2 

PDR- 

1-G 

PDR- 

1-D 

PDR- 

1-B 

PDR- 

2 

SEC. 

218.  RETAIL 

SALES  AND 

PERSONAL 

SERVICES. 

The 

uses  specified 

in  this  Section 

shall  not 

include  any  use 

first  specifically 

listed  in  a 

subsequent 

Section  of  this 

Code. 

(a)  Retail 

business  or 
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Section  9.  The  Planning  Code  is  amended  by  revising  Section  219  to 
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business  offices,  as  defined  in 
890.70,  above  the  ground  floor. 
In  the  C-3-R  District,  in  addition 
to  the  criteria  set  forth  in  Section 
303,  approval  shall  be  given 
upon  a determination  that  the 
use  will  not  detract  from  the 
district's  primary  function  as  an 
area  for  comparison  shopper 
retailing  and  direct  consumer 
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Section  1 0.  Effective  Date.  This  ordinance  shail  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

Section  1 1 . Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions.  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 


APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 
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SMALL  BUSINESS  COMMISSION 
DRAFT  MEETING  MINUTES 


Monday,  June  9,  2014 
5:30  P.M. 

CITY  HALL,  ROOM  400 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 


SMALL  BUSINESS  COMMISSIONERS 
Stephen  Adams,  President 
Monetta  White,  Vice  President 
Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 


1.  Call  to  order  and  roll  call. 

The  meeting  was  called  to  order  at  5:37  PM.  Commissioners  Adams,  Dooley,  Yee  Riley,  and  Tour-Sarkissian 
were  present.  Commissioner  Dwight  was  absent.  The  following  commissioners  arrived  late  and  at  the  time 
indicated:  Commissioner  Ortiz-Cartagena  (5:56  PM,  during  consideration  of  Item  4);  and.  Commissioner  White 
(5:41  PM,  during  consideration  of  Item  4). 

2.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

3.  Approval  of  the  April  28,  2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  April  28,  2014  regular  meeting  minutes 
Motion:  Commissioner  Yee  Riley  motioned  to  adopt  the  meeting  minutes. 

2“'^:  Commissioner  Dooley 

Aye:  Adams,  Dooley,  Yee  Riley,  and  Tour-Sarkissian 
Nay:  None 

Absent:  Dwight,  Ortiz-Cartagena,  and  White 

4.  Presentation  on  the  status  of  San  Francisco’s  online  business  portal  development.  (Discussion  Item) 
Explanatory  Documents:  Portal  update  presentation 

Jane  Gong,  Department  of  Technology,  presented.  Ms.  Gong  outlined  the  process  that  has  unfolded  to  date  to  create 
the  business  portal.  She  described  the  major  principles  underlying  the  business  portal  development,  and  discussed 
the  broad  range  of  City  information,  permits,  and  stakeholders  surveyed  in  developing  the  portal.  Ms.  Gong 
previewed  the  design  of  the  portal. 

Commissioners  Adams,  Dooley,  Yee  Riley,  and  White  commended  Ms.  Gong  for  her  work.  Director  Dick-Endrizzi 
also  thanked  Ms.  Gong  and  extended  her  appreciation. 

Commissioner  Tour-Sarkissian  thanked  Ms.  Gong,  then  asked  about  the  input  required  from  other  departments  prior 
to  the  September  2014  beta  launch  date.  Ms.  Gong  responded  that  cooperation  from  other  departments  has  been  very 
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good.  She  hopes  for  their  continued  cooperation  to  review  the  content  drafted  by  her  staff,  which  it  is  important  to 
complete  in  a timely  manner. 

Commissioner  White  asked  how  the  City  will  get  the  word  out  to  businesses  about  the  launch  of  the  portal.  Ms. 
Gong  stated  that  she  is  working  on  a marketing  plan. 

Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

The  Commission  took  no  action. 

5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140508  [General  Obligation  Bonds  - Transportation  and  Road  Improvement].  (Discussion  and  Possible  Action 
Item) 

Explanatory  Documents:  BOS  File  No.  140508:  Transportation  2030  Bond  Report 
Presentation  by  Ed  Reiskin,  Director  of  Transportation,  SFMTA 

**The  Commission  President  called  Items  5 and  6 for  simultaneous  consideration  due  to  their  interrelatedness. 
Minutes  of  the  consideration  of  the  items  are  provided  under  Item  5 only.** 

Ed  Reiskin,  Director  of  Transportation  at  the  San  Francisco  Municipal  Transportation  Agency  (SFMTA), 
presented.  He  explained  that  these  legislative  proposals  allowing  the  issuance  of  a $500,000,000  general 
obligation  bond  are  necessary  due  to  a lack  of  sufficient  transportation  investment  over  the  past  generation. 

Current  needs  drastically  outstrip  available  funding  to  address  them. 

Mr.  Reiskin  highlighted  some  of  the  recent,  smaller-scale  successes  achieved  by  the  City  in  improving 
transportation  infrastructure  with  presently  available  funding.  He  explained  that  the  City’s  policy  on  issuing  new 
bond  debt  is  that  it  will  only  do  so  as  existing  debt  is  retired,  or  as  the  tax  base  grows  to  support  debt  service 
payments,  such  that  property  tax  rates  need  not  increase  to  pay  the  debt.  The  City’s  policy  is  based  on  a 2006 
property  tax  rate  base  year.  Mr.  Reiskin  also  highlighted  a pledge  from  the  Metropolitan  Transportation 
Commission  (MTC)  to  match  dollar-for-dollar  this  supplemental  funding  if  approved  by  the  Board  of 
Supervisors  (BOS)  and  the  voters.  The  BOS  must  decide  by  July  22,  2014,  what  measures  to  place  on  the  ballot 
for  November  4,  2014. 

Commissioner  White  asked  how  the  SFMTA  would  utilize  the  MTC’s  matching  funds.  Mr.  Reiskin  said  they 
would  be  spent  on  “state  of  good  repair”  projects  for  MUNI  - projects  for  which  SFMTA  does  not  presently 
have  funding  to  complete.  Commissioner  White  then  asked  what  the  timeline  would  be  for  starting 
unplementation  of  planned  improvements.  Mr.  Reiskin  said  timelines  depend  on  project  category,  with  detailed 
plans  in  the  Transportation  2030  document. 

Commissioner  Yee  Riley  asked  how  the  bond  will  be  repaid.  Mr.  Reiskin  specified  that  general  obligation  bonds 
are  paid  with  property  tax  revenues. 

Public  Comment  was  called  for  and  four  members  of  the  public  requested  to  speak: 

Henry  Kamilowicz,  Council  of  District  Merchants  Associations.  Mentioned  parking  as  an  important 
element  of  the  transportation  network  for  businesses. 

Stephen  Cornell.  Stated  that  most  of  these  projects  will  result  in  the  elimination  of  parking  spaces.  He 
mentioned  an  observation  of  delivery  trucks  being  forced  to  park  on  the  sidewalk  in  a neighborhood  due  to 
inadequate  loading  zones  after  a recent  project. 

Paul  Wermer.  Explained  he  walks  a lot,  but  says  that  there  are  often  situations  where  people  need  to  use  a 
car  to  pick  up  an  item  they  have  purchased.  He  said  he  sometimes  finds  it  more  convenient  to  drive  across  the 
Golden  Gate  Bridge  to  visit  businesses  in  another  city  that  have  more  adequate  parking. 

Joan  Wood.  Said  you  cannot  tmst  the  SFMTA  to  use  money  for  the  purposes  it  says  it  will.  She  has  a 
disabled  placard  and  needs  parking.  Wants  strong  controls  on  how  funds  are  spent. 
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Public  comment  was  closed. 

Commissioner  White  asked  Mr.  Reiskin  whether  there  are  any  plans  to  create  more  parking  or  to  preserve 
parking  in  the  SFMTA’s  plans.  Mr.  Reiskin  admitted  parking  is  an  ongoing  challenge  in  the  city,  and  the 
SFMTA  takes  that  very  seriously.  Current  City  policy  does  not  allow  for  construction  of  new  parking  garages. 

The  City  may  revisit  that  as  the  Planning  Department  updates  the  City’s  Transportation  Element  of  the  General 
Plan.  Mr.  Reiskin  believes  that  improved  operation  of  the  transit  system  will  reduce  the  incentive  for  people  to 
drive,  which  will  make  more  parking  spaces  available.  He  is  aware  of  small  business  concerns  not  only  for 
customer  parking,  but  for  loading  zones  (yellow  zones)  for  deliveries. 

Commissioner  Dooley  said  she  wanted  to  echo  some  of  the  speakers’  statements.  She  believes  the  emphasis  on 
transit  first  has  tipped  to  the  point  of  being  anti-small  business.  Does  not  see  parking  spaces  being  replaced  as 
they  are  removed  during  SFMTA  projects. 

Motion:  Commissioner  Yee  Riley  motioned  to  recommend  approval  of  the  legislation  as  drafted. 

2“'*:  Commissioner  White 

Aye:  Adams,  Dooley,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  Dwight 

6.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140509  [General  Obligation  Bonds  - Transportation  and  Road  Improvement  - $500,000,000).  (Discussion  and 
Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  140509  Legislative  Digest:  BOS  File  No.  140509 

**The  Commission  President  called  Items  5 and  6 for  simultaneous  consideration.  Minutes  of  the  consideration 
of  this  item  ai'e  provided  under  Item  5.  Action  taken  on  Item  6 is  recorded  below  for  clarity  in  the  record.** 

Motion:  Commissioner  Yee  Riley  motioned  to  recommend  approval  of  the  legislation  as  drafted. 

2*“^:  Commissioner  White 

Aye:  Adams,  Dooley,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  Dwight 

7.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  and  Planning 
Commission  on  BOS  File  No.  TBD  [Planning  Code  - Formula  Retail  and  Large-Scale  Retail  Controls],  a 
Planning  Department-initiated  Ordinance  Related  to  Formula  Retail.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  Planning  Department-initiated  Legislative  Proposal 

Kanishka  Bums  and  AnMarie  Rodgers,  Planning  Department,  and  Amy  Cohen,  Office  of  Economic  and  Workforce 
Development  (OEWD),  presented.  Ms.  Rodgers  provided  an  introductory  overview  of  how  the  Planning  Department 
arrived  at  the  legislation  presented  at  the  meeting.  Ms.  Bums  then  provided  a detailed  presentation  on  the 
legislation’s  provisions.  She  explained  the  reasons  for  the  Plannmg  Department’s  proposed  changes  to  formula  retail 
regulations.  Ms.  Bums  emphasized  that  the  Planning  Department’s  recommendations  are  based  on  thorough  analysis 
and  data,  which  was  not  necessarily  the  case  when  the  regulations  were  first  crafted  years  ago. 

Ms.  Cohen  spoke  on  behalf  of  the  Invest  in  Neighborhoods  program.  She  believes  the  Planning  Department’s 
Formula  Retail  Analysis  helped  inform  this  process.  OEWD  is  supportive  of  this  legislative  proposal,  despite 
acknowledging  that  not  everybody  will  be  happy  with  everything  it  contains.  The  proposal’s  provisions  to  expedite 
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the  conditional  use  (CU)  process  in  certain  instances  will  be  beneficial  to  small  businesses,  and  believes  the 
performance-based  standards  will  enhance  neighborhood  design. 

Commissioner  Dooley  asked  for  details  on  how  these  changes  would  impact  corridors  that  currently  prohibit  formula 
retail.  Ms.  Bums  stated  that  if  the  definition  changes  to  20  or  more  locations,  those  businesses  with  more  than  12  but 
fewer  than  20  locations  would  no  longer  be  considered  formula  retailers,  and  would  therefore  be  permitted  in  those 
com  dors  where  prohibitions  exist  such  as  North  Beach  and  Hayes  Valley. 

Commissioner  Dooley  also  asked  about  the  progress  of  the  Planning  Department’s  outreach  promised  at  the  last 
Planning  Commission  hearing.  She  stated  that  she  is  unaware  of  a significant  outreach  effort,  noting  that  merchants 
in  North  Beach  have  not  been  contacted.  Ms.  Bums  said  that  there  has  not  been  a fourth  coordinated  focus  group 
meeting,  but  that  the  Planning  Department  had  been  engaging  with  merchant  groups  as  they  contacted  the 
Department.  Ms.  Rodgers  further  clarified  that  outreach  for  this  project  is  unfunded  and  so  the  Planning  Department 
has  been  leveraging  open  fomms  such  as  public  hearings  to  spread  the  word  about  the  legislation.  A limited  number 
of  merchant-specific  meetings  have  taken  place,  but  only  with  those  groups  that  responded  to  the  Planning 
Department’s  offer  to  meet  that  was  extended  at  the  referenced  Planning  Commission  meeting.  Ms.  Rodgers  invited 
Commissioner  Dooley  to  direct  any  interested  parties  to  contact  the  Planning  Department  to  arrange  for  a discussion 
of  this  legislation. 

Public  Comment  was  called  for  and  12  members  of  the  public  requested  to  speak: 

Acting  Commission  Secretary  Murdock  reminded  the  commissioners  of  written  public  comment  received  prior  to  the 
meeting  that  was  shared  previously  with  the  commissioners.  Additionally,  one  written  public  comment  was  received 
just  prior  to  the  meeting  from  Mitchell  Bearg  in  opposition  to  the  legislation. 

SPEAKERS  IN  SUPPORT  OF  THE  PROPOSAL 
Dee  Dee  Workman,  San  Francisco  Chamber  of  Commerce 
Ilene  Dick,  Building  Owners  and  Managers  Association 
Jay  Chang,  San  Francisco  Association  of  Realtors 

SPEAKERS  IN  OPPOSITION  TO  THE  PROPOSAL 

Daniel  Macchiarini,  Macchiarini  Creative  Design  and  North  Beach  Business  Association 

Susan  Landry,  the  Animal  Connection,  Marina  District 

Joan  Wood,  North  Beach  resident 

Stan  Hayes,  Telegraph  Hill  Dwellers 

Paul  Webber,  Telegraph  Hill  Dwellers 

Vedica  Puri,  Telegraph  Hill  Dwellers 

Paul  Wenner,  Upper  Fillmore  resident 

Henry  Kamilowicz,  San  Francisco  Council  of  District  Merchants  Associations 

SPEAKER  POSITION  UNSPECIFIED 
Stephen  Cornell,  Small  Business  Network 
Public  comment  was  closed. 

Commissioner  White  asked  for  confirmation  that  20  or  more  stores  will  still  go  through  the  conditional  use  process, 
and  whether  that  will  include  subsidiary  businesses  owned  by  formula  retailers.  Ms.  Bums  answered  affirmatively 
on  the  first  question  and  negatively  on  the  second  question. 
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Commissioner  Yee  Riley  asked  about  the  outreach  process  used  for  the  Formula  Retail  Economic  Analysis.  Ms. 
Burns  listed  the  groups  that  were  engaged  in  the  outreach  surrounding  the  Planning  Department’s  efforts. 

Commissioner  White  commended  the  quality  of  the  Planning  Department’s  study,  and  wondered  whether  the 
Planning  Department’s  proposal  was  the  consensus  of  the  formula  retail  working  group.  Ms.  Rodgers  said  there  was 
not  a consensus  on  the  increase  in  locations  considered  for  formula  retail. 

Commissioner  Yee  Riley  asked  for  a reiteration  of  how  the  proposal  would  preserve  neighborhood  character.  Ms. 
Rodgers  explained  that  the  analysis  process  identified  those  key  characteristics  that  were  most  important  to 
neighborhoods,  and  she  feels  that  the  Planning  Department’s  proposal  will  protect  those  key  elements. 

Commissioner  Ortiz-Caidagena  asked  about  how  the  administrative  review  process  works.  Ms.  Burns  responded  that 
any  member  of  the  public  could  request  a full  public  hearing. 

Commissioner  Dooley  asked  for  confmnation  that  businesses  with  fewer  than  20  locations  would  not  be  subject  to 
the  adminisfrative  review  process.  Ms.  Burns  answered  affirmatively. 

Commissioner  White  asked  if  there  is  a limit  on  the  number  of  subsidiaries  an  entity  can  have  before  being 
considered  formula  retail.  Ms.  Rodgers  said  there  is  no  limit. 

Commissioner  Tour-Sarkissian  asked  for  clarification  on  how  the  increase  to  20  locations  would  simultaneously 
relax  one  standard  while  overall  increasing  the  restrictiveness  of  formula  retail  regulations.  Ms.  Bums  responded 
that  the  expansion  of  use  categories  included  in  the  formula  retail  regulations  will  extend  the  regulations’  application 
to  more  businesses. 

Commissioner  Adams  expressed  his  appreciation  of  the  data-driven  process.  He  recounted  that  during  the  original 
consideration  of  formula  retail  controls  the  threshold  of  1 1 or  more  locations  was  chosen  arbitrarily  as  a standard. 

Commissioner  Dooley  stated  that  in  her  opinion,  the  problem  is  the  conditional  use  process,  not  the  threshold  for 
number  of  locations.  Favorable  applications  will  be  approved  through  the  conditional  use  process,  and  there  should 
not  be  a tightening  of  regulations  in  some  instances  and  loosening  of  others.  The  Planning  Department  needs  to  fix 
its  process  so  that  the  conditional  use  process  is  no  longer  arduous.  She  expressed  her  adamant  opposition  to  this 
proposal. 

Motion:  Commissioner  Yee  Riley  motioned  to  recommend  approval  of  the  legislation  as  drafted. 

2°*^:  Commissioner  White 

Aye:  Adams,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  Dooley  and  Ortiz-Cartagena 
Absent:  Dwight 

8.  Director’s  Report.  (Discussion  Item) 

None. 

9.  President’s  Report.  (Discussion  Item) 

Commissioner  Adams  thanked  everybody  that  participated  in  Small  Business  Week.  He  announced  the  Castro 
district  sidewalk  sale  on  June  21  now  that  sidewalks  are  open  again  after  reconstruction. 

10.  Vice  President’s  Report.  (Discussion  Item) 

None. 

11.  Commissioner  Reports.  (Discussion  Item) 

None. 
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12.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

13.  New  Business.  (Discussion  Item) 

None. 

14.  Adjournment.  (Action  Item) 

Motion:  Commissioner  Yee  Riley  motioned  to  adjourn. 

2°*^:  Commissioner  Ortiz-Cartagena 

Aye:  Adams,  Dooley,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  Dwight 

The  meeting  adjourned  at  8:00  PM. 
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SMALL  BUSINESS  COMMISSION 

NOTICE  OF  MEETING  & AfiENDA 

w 

Monday,  June  23,  2014 

2:00  P.M. 

CITY  HALL,  ROOM  400 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 

GOVERNMENT 

SMALL  BUSINESS  COMMISSIONERS 

Stephen  Adams,  President 

Monetta  White,  Vice  President 

Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 

UUUUMtN lb  UbUl 

JUN  2 0 2014 

SAN  FRANCISCO 
PUBLIC  LIBRARY 

1.  Call  to  order  and  roll  call. 

2.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

3.  Approval  of  the  May  5, 2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  May  5.  2014  regular  meeting  minutes 

4.  Approval  of  the  June  9, 2014  regular  meeting  minutes.  (Action  Item) 

Explanatory  Documents:  Draft  June  9.  2014  regular  meeting  minutes 

5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
130788  [Planning  Code  - Expanding  Formula  Retail  Controls]:  Ordinance  amending  the  Planning  Code  to 
expand  the  definition  of  formula  retail  to  include  businesses  that  have  eleven  or  more  outlets  worldwide,  and  to 
include  businesses  50%  or  more  owned  by  formula  retail  businesses;  expand  the  applicability  of  formula  retail 
controls  to  other  types  of  retail  uses;  expand  the  notification  procedures  for  formula  retail  applications;  require 
an  economic  impact  study  as  part  of  the  formula  retail  conditional  use  application;  charge  administrative  fees  to 
pay  for  staff  review  time  of  such  studies;  and  making  environmental  findings  and  findings  of  consistency  with 
the  General  Plan  and  the  eight  priority  policies  of  Planning  Code,  Section  101.1.  (Discussion  and  Possible  Action 
Item) 

Explanatory  Documents:  BOS  File  No.  130788  Legislative  Digest:  BOS  File  No.  130788 
Presentation  by  Nicholas  Pagoulatos,  Legislative  Aide  to  Supervisor  Eric  Mar 

6.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
140592  [Building  Code  - Temporary  Fee  Reduction]:  Ordinance  amending  the  Building  Code  to  reduce  all  fees 
for  staff  services  by  7%  for  a 6-month  period  and  affirming  the  Planning  Department’s  determination  under  the 
California  Environmental  Quality  Act.  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  File  No.  140592 
Presentation  by  Gayle  Revels,  Department  of  Building  Inspection 

7.  Director’s  Report:  Update  and  report  on  the  Office  of  Small  Business  and  the  Small  Business  Assistance 
Center,  update  on  department  programs,  recent  announcement  from  the  Mayor,  newly  introduced  policy  matters, 
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update  on  legislative  matters,  and  announcements  regarding  small  business  activities.  (Discussion  Item) 

8.  President’s  Report:  Allows  the  President  to  report  on  recent  small  business  activities  and  make  announcements 
that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

9.  Vice  President’s  Report:  Allows  the  Vice  President  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community. , (Discussion  Item) 

10.  Commissioner  Reports:  Allows  Commissioners  to  report  on  recent  small  business  activities  and  make 
announcements  that  are  of  interest  to  the  small  business  community.  (Discussion  Item) 

11.  General  Public  Comment:  Allows  members  of  the  public  to  comment  generally  on  matters  within  the 
Commission’s  purview,  and  suggest  new  agenda  items  for  the  Commission’s  future  consideration.  (Discussion 
Item) 

12.  New  Business:  Allows  Commissioners  to  introduce  new  agenda  items  for  future  consideration  by  the 
Commission.  (Discussion  Item) 

13.  Adjournment.  (Action  Item) 


Public  Comment  will  be  taken  before  or  during  the  Small  Business  Commission’s  consideration  of  each  agenda  item  . Speakers  are 
requested  but  not  required  to  complete  a speaker  card  and  state  their  names,  which  will  help  ensure  proper  spelling  of  speakers'  names 
in  the  written  record  of  the  meeting. 

Explanatory  Documents:  Copies  of  proposed  legislation  listed  in  this  agenda,  and  other  related  materials  received  by  the  SBC  after  the 
posting  of  the  agenda,  are  available  for  public  inspection  and/or  copying  at  City  Hall  Room  110.  Please  call  (415)  554-6134  to  make 
arrangements  for  pick  up  or  review. 
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Know  Your  Rights  Under  the  Sunshine  Ordinance 

Government’s  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions,  boards,  councils  and 
other  agencies  of  the  City  exist  to  conduct  the  people’s  business.  This  ordinance  assures  that  deliberations  are  conducted  before 
the  people  and  that  city  operations  are  open  for  the  people’s  review.  For  more  information  on  your  rights  under  the  Sunshine 
Ordinance  (Chapter  67  of  the  San  Francisco  Administrative  Code)  or  to  report  a violation  of  the  ordinance,  contact  the  Sunshine 
Ordinance  Task  Force  at  (415)  554-6083.  To  obtain  a free  copy  of  the  Sunshine  Ordinance  contact: 

City  Hall,  Room  244 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4683 
Office:  (415)  554-7724 
Fax:  (415)554-5163 
E-Mail: 

sotf@sfgov.org 

Copies  of  the  Sunshine  Ordinance  can  be  obtained  from  the  Clerk  of  the  Sunshine  Task  Force,  the  San  Francisco  Public  Libraiy 
and  on  the  City’s  website  at  www.sfgov.org. 

Cell  Phone  and/or  Sound-Producing  Electronic  Dev  ice  Usage  at  Hearings 
Effective  January  21,  2001,  the  Board  of  Supervisors  amended  the  Sunshine  Ordinance  by  adding  the  following  provision:  The 
ringing  of  and  use  of  cell  phones,  pagers  and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any  person(s)  responsible  for  the  ringing  or  use  of  a cell 
phone,  pager,  or  other  similar  sound-producing  electronic  devices. 

Disability  Access  Policy 

Accessible  seating  for  persons  with  disabilities  (including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART 
Station  is  the  Civic  Center  station  located  at  the  intersection  of  Market,  Hyde  and  Grove  Streets.  Accessible  MUNI  lines  serving 
City  Hall  include  5 Fulton  and  49  Mission/Van  Ness,  and  all  Metro  lines  servicing  the  Metro  station  at  Van  Ness  and  Market.  For 
more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  Accessible  parking  in  the  vicinity  of  City  Hall  is 
available  adjacent  to  Davies  Hall  and  the  War  Memorial  Complex,  and  also  in  the  Civic  Center  Garage  (355  McAllister  Street) 
and  Performing  Arts  Garage  (360  Grove  Street).  American  Sign  Language  interpreters  and/or  a sound  enhancement  system  will 
be  available  upon  request  by  contacting  Milton  Edelin  at  (415)  558-6410  at  least  72  hours  prior  to  a hearing.  Individuals  with 
severe  allergies,  environmental  illness,  multiple  chemical  sensitivity  or  related  disabilities  should  call  the  accessibility  hotline  at 
(415)  554-8925  to  discuss  meeting  accessibility.  In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies, 
environmental  illnesses,  multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these  individuals. 

Translation  Serv  ices 

Interpreters  for  languages  other  than  English  are  available  on  request.  Sign  language  interpreters  are  also  available  on  request.  For 
other  accommodations,  please  call  the  Department  of  Human  Services  staff  support  representative  at  (415)  557-5989  at  least  two 
business  days  before  a meeting. 

Lobbyist  Ordinance 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be  required  by  San 
Francisco  Lobbyist  Ordinance  [Article  II  of  the  San  Francisco  Campaign  and  Governmental  Conduct  Code]  to  register  and  report 
lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance,  please  contact  the  Ethics  Commission  at  25  Van  Ness 
Ave.,  Suite  220,  SF  94102  (415)  252-3100,  FAX  (415)  252-3112  and  web  site  address  at  http://ww\v. sfgov.org/ethics/. 

Chemical  Sensitivity 

In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness,  multiple  chemical 
sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other  attendees  may  be  sensitive  to  various 
chemical  base  products.  Please  help  the  City  accommodate  these  individuals. 
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FILE  NO.  130788 


SUBSTITUTED 

5/13/2014 


LEGISLATIVE  DIGEST 


[Planning  Code  - Expanding  Formula  Retail  Controls] 

Ordinance  amending  the  Planning  Code  to  expand  the  definition  of  formula  retail  to 
include  businesses  that  have  eleven  or  more  outlets  worldwide,  and  to  include 
businesses  50%  or  more  owned  by  formula  retail  businesses;  expand  the  applicability 
of  formula  retail  controls  to  other  types  of  retail  uses;  expand  the  notification 
procedures  for  formula  retail  applications;  require  an  economic  impact  report  as  part  of 
the  formula  retail  conditional  use  application;  and  making  environmental  findings  and 
findings  of  consistency  with  the  General  Plan  and  the  eight  priority  policies  of  Planning 
Code,  Section  101.1. 


Existing  Law 

Formula  retail  uses  are  defined  in  the  Planning  Code  as  “a  type  of  retail  sales  activity  or  retail 
sales  establishment  which,  along  with  eleven  or  more  other  retail  sales  establishments 
located  in  the  United  States,  maintains  two  or  more  of  the  following  features:  a standardized 
array  of  merchandise,  a standardized  facade,  a standardized  decor  and  color  scheme,  a 
uniform  apparel,  standardized  signage,  a trademark  or  a servicemark.”  (Planning  Code 
Sections  303(i)  and  703.3.)  The  City  currently  regulates  formula  retail  by  either  prohibiting  it 
altogether  in  certain  areas,  such  as  the  Hayes-Gough  Neighborhood  Commercial  Transit 
District,  the  North  Beach  Neighborhood  Commercial  District,  and  the  Chinatown  Visitor  Retail 
District,  or  by  requiring  a conditional  use  permit,  in  other  neighborhood  commercial  areas 
(Planning  Code  Section  303(i)(4)  and  (5).) 

The  conditional  use  requirement  directs  the  Planning  Commission,  when  reviewing  an 
application  for  a formula  retail  establishment,  to  consider  the  existing  concentrations  of 
formula  retail  uses  within  the  district;  the  availability  of  other  similar  retail  uses  within  the 
district;  the  compatibility  of  the  proposed  formula  retail  use  with  the  existing  architectural  and 
aesthetic  character  of  the  district;  the  existing  retail  vacancy  rates  within  the  district;  and  the 
existing  mix  of  Citywide-serving  retail  uses  and  neighborhood-serving  retail  uses  within  the 
district.  (Planning  Code  Section  303(i)(3).) 

Amendments  to  Current  Law 


This  ordinance  expands  the  City’s  formula  retail  controls  in  several  ways.  First,  it  expands  the 
definition  of  formula  retail  to  apply  to  businesses  with  eleven  or  more  outlets  worldwide,  as 
opposed  to  only  within  the  U.S.  It  also  expands  the  definition  to  apply  to  businesses  that  are 
50%  or  more  owned  by  other  formula  retail  businesses,  and  to  include  a series  of  retail  uses 
that  have  not  been  included  until  now,  such  as  “Adult  Entertainment,”  “Hotel,  Tourist,” 
“Tobacco  Paraphernalia  Establishment,”  and  others. 
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The  ordinance  requires  that,  when  considering  a Conditional  Use  Application  for  a formula 
retail  use,  the  Planning  Commission  consider,  in  addition  to  all  the  factors  currently  listed 
under  Section  303(i)(3),  the  economic  impact  of  the  proposed  use  on  other  businesses  in  the 
area.  To  this  effect,  it  requires  the  applicant  to  have  a consultant  prepare  an  economic  impact 
report  and  submit  it  with  its  application. 

Finally,  the  ordinance  expands  the  notice  procedures  for  formula  retail  applications,  requiring 
more  extensive  mail  notice,  posted  notice,  internet  notice,  and  the  availability  of  the  Staff 
Report  and  Recommendation  two  weeks  prior  to  the  Planning  Commission  hearing  at  which 
the  application  would  be  considered. 
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FILE  NO.  130788 


SUBSTITUTED 

05/13/2014 


ORDINANCE  NO. 


[Planning  Code  - Expanding  Formula  Retail  Controls] 


Ordinance  amending  the  Planning  Code  to  expand  the  definition  of  formula  retail  to 
include  businesses  that  have  eleven  or  more  outlets  worldwide,  and  to  include 
businesses  50%  or  more  owned  by  formula  retail  businesses;  expand  the  applicability 
of  formula  retail  controls  to  other  types  of  retail  uses;  expand  the  notification 
procedures  for  formula  retail  applications;  require  an  economic  impact  study  as  part  of 
the  formula  retail  conditional  use  application;  charge  administrative  fees  to  pay  for 
staff  review  time  of  such  studies;  and  making  environmental  findings  and  findings  of 
consistency  with  the  General  Plan,  and  the  eight  priority  policies  of  Planning  Code, 
Section  101.1. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  sinsle-imderline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikethrough  italics  Times  NeM--Roman  font . 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 

Section  1.  Findings. 

(a)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 

ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  Said  determination  is  on  file  with  the  Clerk  of  the  Board  of 
Supervisors  in  File  No. and  is  incorporated  herein  by  reference. 

(b)  On , the  Planning  Commission,  in  Resolution  No. , adopted 

findings  that  the  actions  contemplated  in  this  ordinance  are  consistent,  on  balance,  with  the 
City’s  General  Plan  and  eight  priority  policies  of  Planning  Code  Section  101.1 . The  Board 


Supervisor  Mar 

BOARD  OF  SUPERVISORS 


Page  1 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


adopts  these  findings  as  its  own.  A copy  of  said  Resolution  is  on  file  with  the  Clerk  of  the 
Board  of  Supervisors  in  File  No. , and  is  incorporated  herein  by  reference. 

Section  2.  The  Planning  Code  is  hereby  amended  by  revising  Section  303(i),  to  read 
as  follows: 

(i)  Formula  Retail  Uses. 

(1)  Formula  Retail  Use.  A formula  retail  use  is  hereby  defined  as  a type  of 
retail  sales  activity  or  retail  sales  establishment  which  has  eleven  or  more  other  retail  sales 
establishments  located  in  the  United  States  anywhere  in  the  world.  In  addition  to  the  eleven 
establishments,  the  business  maintains  two  or  more  of  the  following  features:  a standardized 
array  of  merchandise,  a standardized  facade,  a standardized  decor  and  color  scheme, 
uniform  apparel,  standardized  signage,  a trademark  or  a servicemarkr,-  or  a type  of  retail  sales 
activity  or  retail  sales  establishment  where  fifty  percent  (50%)  or  more  of  the  stock,  shares,  or  any 

similar  ownership  interest  of  such  establishment  is  owned  by  a formula  retail  use,  or  a subsidiary, 

affiliate,  or  parent  of  a formula  retail  use,  even  if  the  establishment  itself  may  have  fewer  than  eleven 

other  retail  sales  establishments  permitted  or  located  in  the  world. 

(A)  Standardized  array  of  merchandise  shall  be  defined  as  50%  or  more  of 
in-stock  merchandise  from  a single  distributor  bearing  uniform  markings. 

(B)  Trademark  shall  be  defined  as  a word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  the  goods  from  one  party  from  those  of  others. 

(C)  Servicemark  shall  be  defined  as  word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  a service  from  one  party  from  those  of  others. 
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(D)  Decor  shall  be  defined  as  the  style  of  interior  furnishings,  which  may 
include  but  is  not  limited  to,  style  of  furniture,  wall  coverings  or  permanent  fixtures. 

(E)  Color  Scheme  shall  be  defined  as  selection  of  colors  used  throughout, 
such  as  on  the  furnishings,  permanent  fixtures,  and  wall  coverings,  or  as  used  on  the  facade. 

(F)  Facade  shall  be  defined  as  the  face  or  front  of  a building,  including 
awnings,  looking  onto  a street  or  an  open  space. 

(G)  Uniform  Apparel  shall  be  defined  as  standardized  items  of  clothing 
including  but  not  limited  to  standardized  aprons,  pants,  shirts,  smocks  or  dresses,  hat,  and 
pins  (other  than  name  tags)  as  well  as  standardized  colors  of  clothing. 

(H)  Signage  shall  be  defined  as  business  sign  pursuant  to  Section  602.3  of 
the  Planning  Code. 

(2)  “Retail  Sales  Activity  or  Retail  Sales  Establishment.”  For  the  purposes  of 

subsection  (i),  a retail  sales  activity  or  retail  sales  establishment  shall  include  the  following 
uses,  as  defined  in  Article^  L 7^  and  Article  and  8 of  this  Code:  “Bar,”  “Drive-up  Facility,” 
“Eating  and  Drinking  Use,”  “Liquor  Store,”  “Sales  and  Service,  Other  Retail,”  “Restaurant,” 
“Limited-Restaurant,”  “Take-Out  Food,”  “Sales  and  Service,  Retail,”  “Service,  Financial,” 
“Movie  Theater,”  “Amusement  and  Game  ArcaderJ’  “Entertainment,  Adult.  ” "Entertainment. 
Other.  ” “Service,  Limited  Financial,  Service,  Medical,  ” “Service,  Personal.  ” “Service.  Busincs.s  or 

Professional.  ” “Massase  Establishment,  ” “Hotel,  Tourist,  ” “Automobile  Parking.  " “Automotive  Gas 

Station,”  “Automotive  Service  Station.”  “Automotive  Repair.”  “Automotive  Wash.”  "Automobile  Sale 

or  Rental,  ”“Stora2e,  ” “Service.  Frinse  Financial.  ” “Tobacco  Paraphernalia  Establishments.  ” 

“Service.  Administrative,  ” and  “Li2ht  Manufactiirins.  Wholesale  Sales,  Storase.  ’’ 

(3)  Conditional  Use  Criteria.  With  regard  to  a conditional  use  authorization 
application  for  a formula  retail  use,  the  Planning  Commission  shall  consider,  in  addition  to  the 
criteria  set  forth  in  Subsection  (c)  above: 
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(A)  The  existing  concentrations  of  formula  retail  uses  within  the  district.  To 

determine  the  existm2  concentration,  the  Plannin2  Commission  shall  consider  the  vercenta2e  of  the 

total  linear  street  frontase  within  a 300-foot  radius  of  the  subject  property  that  is  occupied  by  formula 

retail  and  non-formula  retail  businesses,  includin2  all  parcels  that  are  wholly  or  partially  located 

within  the  300-foot  radius.  If  the  subject  property  is  a corner  parcel  the  300-foot  radius  shall  include 

all  corner  parcels  at  the  subject  intersection.  For  each  property,  the  Plannin2  Department  shall  divide 

the  total  linear  front  a2e  of  the  lot  facin2  a pnblic-risht  of  wav  by  the  number  of  storefronts,  and  then 

calculate  the  percentage  of  the  total  linear  fronta2e  for  formula  retail  and  non-formula  retail.  Half 

percentage  points  shall  be  rounded  up.  For  the  Upper  Market  Street  Neishborhood  Commercial 

District  only,  if  the  application  would  bring  the  formula  retail  concentration  within  this  500-foot  area 

to  a concentration  of  20%  or  above.  Planning  Department  staff  shall  recommend  disapproval  of  the 

application  to  the  Planning  Commission.  If  the  application  would  not  brin2  the  formula  retail 

concentration  within  the  300-foot  area  to  a concentration  of  20%  or  above,  Plannins  Department  staff 

shall  assess  the  avplication  accordins  to  all  the  other  criteria  listed  in  this  Section  303a).  and 

recommend  approval  or  disapproval  to  the  Plannins  Commission,  according  to  its  discretion  and 

professional  judsiment.  In  either  case,  the  Planning  Commission  may  approve  or  reject  the  application, 

considering  all  the  criteria  listed  in  this  Section  303(i). 

(B)  The  availability  of  other  similar  retail  uses  within  the  district. 

(C)  The  compatibility  of  the  proposed  formula  retail  use  with  the  existing 
architectural  and  aesthetic  character  of  the  district. 

(D)  The  existing  retail  vacancy  rates  within  the  district. 

(E)  The  existing  mix  of  Citywide-serving  retail  uses  and  neighborhood- 
serving retail  uses  within  the  district. 

(F)  If  applicable  pursuant  to  this  subsection,  the  economic  impact  of  the  proposed 
formula  retail  as  shown  in  an  economic  impact  study. 
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fi)  Size  Catesories.  The  followinz  size  categories  shall  he  used  to  determine 

whether  this  economic  impact  study  requirement  applies. 

a.  Small-scale.  Applicants  with  a project  of 3,000  sross  sa.  ft.  and 

below,  and  whose  other  stores  in  the  City,  if  any,  in  combination  occupy  no  more  than  10,000  sro.s.s  su. 

ft.,  shall  be  considered  small-scale  formula  retail  applicants.  Small-scale  applicants  are  not  required  to 

prepare  an  economic  impact  study. 

b.  Medium-scale.  Applicants  with  a project  of 3,000-10,000  sross 

sq.  ft.,  and  whose  other  stores  in  the  City,  if  any,  in  combination  occupy  no  more  than  20,000  sros.s  sa. 

ft.,  or  a project  of 3,000  sross  sq.  ft.  and  below,  and  whose  other  stores  in  the  City,  if  any,  in 

combination  occupy  20,000  gross  sq.  ft  or  more,  shall  be  considered  medium-scale  formula  retail 

applicants.  Medium-scale  formula  retail  applicants  shall  prepare  an  economic  impact  study  covering 

an  area  of  2.5  mile  radius  from  the  application  location. 

c. Large-scale.  Applicants  with  a project  of  10,000  gross  sq.ft,  and 

above,  or  with  a project  of 3,000  sross  sq.  ft.  and  above  and  ownin2  stores  in  the  City  that  in 

combination  occupy  more  than  20,000  sross  sq.  ft.,  shall  be  considered  lar2e-scale  formula  retail 

applicants.  Lar2e  scale  formula  retail  applicants  shall  prepare  a City-wide  economic  impact  study. 

(ii)  Contents  of  the  Economic  Impact  Study.  The  applicant  shall  submit  to  the 

Planning  Department  an  economic  impact  study,  prepared  with  the  assistance  of  an  independent 

qualified  consultant,  which  shall  evaluate  the  potential  economic  impact  of  the  applicant 's  business. 

includin2: 

a. the  extent  to  which  the  proposed  retailer  will  capture  a share  of 

retail  sales  in  the  market  area; 

d how  the  construction  and  operation  of  the  proposed  retailer  will 

affect  the  supply  and  demand  for  retail  space  in  the  market  area: 
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' c.  how  the  construction  and  operation  of  the  vrovosed  retailer  will 

affect  employment  in  the  market  area.  includm2  an  analysis  of  whether  the  proposed  retailer  will  result 

in  a net  increase  or  decrease  in  employment  in  the  market  area: 

d.  the  effect  on  wa2es  and  benefits  of  employees  of  other  retail 

businesses,  and  community  income  levels  in  the  market  area: 

e.  the  costs  of  public  services  and  public  facilities  resultin2  from  the 

construction  and  operation  of  the  proposed  retailer  and  the  incidence  of  those  costs; 

£ the  effect  that  the  construction  and  operation  of  the  proposed 

retailer  will  have  on  retail  operations,  includins  2rocerv  or  retail  shoppins  centers,  in  the  same  market 

area; 

g.  the  effect  that  the  construction  and  operation  of  the  proposed 
retailer  will  have  on  average  total  vehicle  miles  traveled  by  retail  customers  in  the  same  market  area; 

h.  the  potential  for  long-term  vacancy  of  the  property  on  which  the 

retailer  is  proposed  in  the  event  that  the  business  vacates  the  premises;  and 

L For  purpose  of  the  economic  impact  study,  the  “market  area  ” is 

defined  as  an  area  around  the  store  larse  enough  to  support  its  operation,  but  which  may  not  extend 

further  than  2.5  miles  from  the  store  for  a medium-scale  project.  City-wide  for  a lar2e-scale  project, 

(Hi)  Public  Comment.  After  the  study  is  complete,  the  public  shall  have  an 

opportunity  to  comment  on  the  study  as  part  of  the  Conditional  Use  hearing  for  the  application. 

(iv)  Independent  Analysis.  The  Plannin2  Department  shall  select  from  a pool 

of pre-qualified  consultants  to  prepare  the  economic  impact  study  required  by  this  section.  The 

consultant  analysis,  in  the  form  of  a study,  shall  be  considered  by  the  Plannin2  Commission  in  its 

review  of  the  application. 

(y)  Payment  for  Economic  Impact  Statement:  Fee  to  Pay  for  Staff  Review. 

The  applicant  shall  bear  the  cost  of  paying  the  consultant  for  his  or  her  work  preparin2  the  economic 
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impact  study,  and  any  necessary  documents  prepared  as  part  of  that  study.  The  applicant  shall  also 

pa\^  an  administrative  fee  to  compensate  Planning  Department  and  City  staff  for  its  time  review  im  the 

study,  as  set  forth  in  Section  359  of  this  Code. 

(4)  Conditional  Use  Authorization  Required.  A Conditional  Use  Authorization 
shall  be  required  for  a formula  retail  use  in  the  following  zoning  districts  unless  explicitly 
exempted; 

(A)  All  Neighborhood  Commercial  Districts  in  Article  7; 

(B)  All  Mixed  Use-General  Districts  in  Section  840; 

(C)  All  Urban  Mixed  Use  Districts  in  Section  843; 

(D)  All  Residential-Commercial  Districts  as  defined  in  Section  206.3; 

(E)  Japantown  Special  Use  District  as  defined  in  Section  249.31; 

(F)  Chinatown  Community  Business  District  as  defined  in  Section  810.1; 

(G)  Chinatown  Residential/Neighborhood  Commercial  District  as  defined  in 

812.1; 

(H)  Western  SoMa  Planning  Area  Special  Use  District  as  defined  in  823; 

(I)  Residential  Transit-Oriented  Districts  as  defined  in  206.4  and  206.5; 

(J)  Limited  Conforming  Use/Non-Conforming  Use  in  RH-RM-RTO  and  RED 

Districts. 

(5)  Formula  Retail  Uses  Not  Permitted.  Formula  Retail  Uses  are  not  permitted 
in  the  following  zoning  districts: 

(A)  Hayes-Gough  Neighborhood  Commercial  Transit  District; 

(B)  North  Beach  Neighborhood  Commercial  District; 

(C)  Chinatown  Visitor  Retail  District; 

(D)  Upper  Fillmore  District  does  not  permit  Formula  Retail  uses  that  are 
also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90  and  790.91 ; 
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(E)  Broadway  Neighborhood  Commercial  District  does  not  permit  Formula 
Retail  uses  that  are  also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90 
and  790.91; 

(F)  Mission  Street  Formula  Retail  Restaurant  Subdistrict  does  not  permit 
Formula  Retail  uses  that  are  also  Restaurant  or  Limited-Restaurant  uses  as  defined  in 
Section  790.90  and  790.91 ; 

(G)  Geary  Boulevard  Formula  Retail  Pet  Supply  Store  and  Formula  Retail 
Eating  and  Drinking  Subdistrict  does  not  permit  Formula  Retail  uses  that  are  also  either  a 
Retail  Pet  Supply  Store  or  an  Eating  and  Drinking  use  as  set  forth  in  Section  781.4; 

(H)  Taraval  Street  Restaurant  Subdistrict  does  not  permit  Formula  Retail 
uses  that  are  also  Restaurant  or  Limited-Restaurant  uses  as  defined  in  Section  790.90  and 
790.91; 

(6)  Neighborhood  Commercial  Notification  and  Design  Review.  Any  building 
permit  application  for  a “formula  retail  use”  as  defined  in  this  section  and  located  within  a 
Ncighborheed-Gemmercial  DistJdct  in  Article  7 shall  be  subject  to  the  Neighborhood  Commercial 
Notification-andPes\qn  Review  Procedures  of  Section  312  of  this  Coder  and  to  the  following 
notice  procedures.  Upon  determination  that  an  application  is  in  compliance  with  the  standards  set 

forth  in  this  Section,  the  Plannins  Department  shall  give  notice  of  the  application  as  follows: 

(A)  Written  notice: 

(i)  The  Plannin2  Department  shall  provide  written  notice  of  the  proposed 
formula  retail  use.  The  notice  shall  include  a description  of  the  proposal  compared  to  any  existing 

improvements  on  the  site  with  dimensions  of  the  basic  features,  elevations  and  site  plan  of  the  proposed 

project  includin2  the  position  of  any  adjacent  buildings,  exterior  dimensions  and  finishes,  a 2raphic 

reference  scale,  existing  and  proposed  uses  and  commercial  or  institutional  business  name,  if  known. 

The  notice  shall  also  include  the  name  of  the  proposed  formula  retail  business  and  its  corporate  parent 
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name(s),  if  any,  and  a map  of  the  notification  area,  showing  the  location  of  proposed  use  and  existing 

adjacent  businesses/uses.  The  notice  shall  describe  the  project  review  process  and  shall  set  forth  the 

mailim  date  of  the  notice  and  the  expiration  date  of  the  notification  period. 

(ii)  The  written  notice  shall  be  mailed  to  the  notification  sroup.  which 
shall  include  the  applicant,  tenants  of  the  subject  property,  relevant  neighborhood  organizations  as 

described  in  Subparagraph  312{d}(2)(C},  all  individuals  havim  made  a written  request  for  notification, 

and  all  owners  of  property  and  tenants  within  the  notification  area. 

(Hi)  The  notification  area  shall  be  all  properties  within  300  feet  of  the 
subject  lot  in  the  same  Assessor's  Block  and  on  the  block  face  across  from  the  subject  lot.  When  the 

subject  lot  is  a corner  lot,  the  notification  area  shall  further  include  all  property  on  both  block  faces 

across  from  the  subject  lot,  and  the  corner  property  dia2onallv  across  the  street. 

(iv)  Notification  period.  All  buildins  permit  applications  shall  be  held 
for  a period  of  45  calendar  days  from  the  date  of  the  mailed  notice  to  allow  review  by  residents, 

occupants,  owners  of  neishborin2  properties  and  by  nei2hborhood  sroups. 

(B)  Posted  Notice.  The  notice  shall  also  be  posted  at  the  project  site  with  a 18  ” 
X 24  ” poster-size  oranse-colored  paper. 

(C)  Internet  Notice.  The  notice  shall  also  be  posted  on  the  Planning 

Department’s  website. 

(D)  In  addition,  the  Staff  Report  and  Recommendation  shall  be  cn’ailable  at  the 
Plannin2  Department  and  on  the  Plannins  Department 's  M ebsite  Pvo  weeks  prior  to  the  Plannin2 

Commission  hearin2  at  which  the  Conditional  Use  permit  would  be  considered. 

(7)  Change  in  Use.  A change  from  one  formula  retail  use  to  another  requires  a 
new  Conditional  Use  Authorization,  whether  or  not  a Conditional  Use  Authorization  would 
otherwise  be  required  by  the  particular  change  in  use  in  question.  This  Conditional  Use 
Authorization  requirement  also  applies  in  changes  from  one  Formula  Retail  operator  to 
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another  within  the  same  use  category.  A new  Conditional  Use  Authorization  shall  not  apply  to 
a change  in  a formula  use  retailer  that  meets  the  following  criteria: 

(A)  the  formula  use  operation  remains  the  same  in  terms  of  its  size, 
function  and  general  merchandise  offering  as  determined  by  the  Zoning  Administrator,  and 

(B)  the  change  in  the  formula  retail  use  operator  is  the  result  of  the 
business  being  purchased  by  another  formula  retail  operator  who  will  retain  all  components  of 
the  existing  retailer  and  make  minor  alterations  to  the  establishment(s)  such  as  signage  and 
branding. 

The  new  operator  shall  comply  with  all  conditions  of  approval  previously 
imposed  on  the  existing  operator,  including  but  not  limited  to  signage  programs  and  hours  of 
operation:  and  shall  conduct  the  operation  generally  in  the  same  manner  and  offer  essentially 
the  same  services  and/or  type  of  merchandise;  or  seek  and  be  granted  a new  Conditional  Use 
Authorization. 

(8)  Determination  of  Formula  Retail  Use.  In  those  areas  in  which  “formula 
retail  uses”  are  prohibited,  any  building  permit  application  determined  by  the  City  to  be  for  a 
“formula  retail  use”  that  does  not  identify  the  use  as  a “formula  retail  use”  is  incomplete  and 
cannot  be  processed  until  the  omission  is  corrected.  Any  building  permit  approved  that  is 
determined  by  the  City  to  have  been,  at  the  time  of  application,  for  a “formula  retail  use”  that 
did  not  identify  the  use  as  a “formula  retail  use”  is  subject  to  revocation  at  any  time.  If  the  City 
determines  that  a building  permit  application  or  building  permit  subject  to  this  Section  of  the 
Code  is  for  a “formula  retail  use,”  the  building  permit  application  or  holder  bears  the  burden  of 
proving  to  the  City  that  the  proposed  or  existing  use  is  not  a “formula  retail  use.” 
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Section  3.  The  Planning  Code  is  hereby  amended  by  revising  Section  703.3, 
subsections  (b)  and  (g),  to  read  as  follows; 

(b)  Formula  Retail  Use.  Formula  retail  use  is  hereby  defined  as  a type  of  retail  sales 
activity  or  retail  sales  establishment  which,  along  with  eleven  or  more  other  retail  sales 
establishments  located  in  the  United  States  anywhere  in  the  world,  maintains  two  or  more  of  the 
following  features:  a standardized  array  of  merchandise,  a standardized  facade,  a 
standardized  decor  and  color  scheme,  a uniform  apparel,  standardized  signage,  a trademark 
or  a servicemarkr,-  or  a type  of  retail  sales  activity  or  retail  sales  establishment  where  fifty  percent 
(50%o)  or  more  of  the  stock,  shares,  or  any  similar  ownership  interest  of  such  establishment  is  owned  hv 

a formula  retail  use,  or  a subsidiary,  affiliate,  or  parent  of  a formula  retail  use,  even  if  the 
establishment  itself  may  have  fewer  than  eleven  other  retail  sales  establishments  permitted  or  located 

in  the  world. 

(1)  Standardized  array  of  merchandise  shall  be  defined  as  50%  or  more  of  in- 
stock merchandise  from  a single  distributor  bearing  uniform  markings. 

(2)  Trademark  shall  be  defined  as  a word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  the  goods  from  one  party  from  those  of  others. 

(3)  Servicemark  shall  be  defined  as  word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  a service  from  one  party  from  those  of  others. 

(4)  Decor  shall  be  defined  as  the  style  of  interior  finishings,  which  may  include 
but  is  not  limited  to,  style  of  furniture,  wallcoverings  or  permanent  fixtures. 

(5)  Color  Scheme  shall  be  defined  as  selection  of  colors  used  throughout, 
such  as  on  the  furnishings,  permanent  fixtures,  and  wallcoverings,  or  as  used  on  the  facade. 
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(6)  Facade  shall  be  defined  as  the  face  or  front  of  a building,  including 
awnings,  looking  onto  a street  or  an  open  space. 

(7)  Uniform  Apparel  shall  be  defined  as  standardized  items  of  clothing 
including  but  not  limited  to  standardized  aprons,  pants,  shirts,  smocks  or  dresses,  hat,  and 
pins  (other  than  name  tags)  as  well  as  standardized  colors  of  clothing. 

(8)  Signage  shall  be  defined  as  business  sign  pursuant  to  Section  602.3  of  the 
Planning  Code. 

(g)  Neighborhood  Commercial  Notification  and  Design  Review.  After  the 
effective  date  of  this  Ordinance,  any  building  permit  application  for  a use  permitted  in  a 
Neighborhood  Commercial  District  which  is  also  a “formula  retail  use”  as  defined  in  this 
section  shall  be  subject  to  the  Neighborhood  Commercial  Notification  and  Design  Review 
Procedures  of  Section  312  of  this  Coder  and  the  notification  procedures  set  forth  in  Section  303d). 

Section  4.  The  Planning  Code  is  hereby  amended  by  revising  Section  803.6, 
subsection  (c)  to  read  as  follows: 

(c)  Formula  Retail  Use  Defined.  Formula  retail  use  is  hereby  defined  as  a type  of 
retail  sales  activity  or  retail  sales  establishment  which,  along  with  eleven  or  more  other  retail 
sales  establishments  located  in  the  United  States  anywhere  in  the  world,  maintains  two  or  more 
of  the  following  features:  a standardized  array  of  merchandise,  a standardized  fagade,  a 
standardized  decor  and  color  scheme,  a uniform  apparel,  standardized  signage,  a trademark 
or  a servicemarkr;  or  a type  of  retail  sales  activity  or  retail  sales  establishment  where  percent 

(50%o)  or  more  of  the  stock,  shares,  or  any  similar  ownership  interest  of  such  establishment  is  owned  by 

a formula  retail  use,  or  a subsidiary,  affdiate.  or  parent  of  a formula  retail  use,  even  if  the 
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establishment  itself  may  have  fewer  than  eleven  other  rctciil  sales  cslahlisluncuts  ncniiiiivd  or  loaiicd 
in  the  world. 


(1)  Standardized  array  of  merchandise  shall  be  defined  as  50%  or  more  of  in- 
stock merchandise  from  a single  distributor  bearing  uniform  markings. 

(2)  Trademark  shall  be  defined  as  a word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  the  goods  from  one  party  from  those  of  others. 

(3)  Servicemark  shall  be  defined  as  word,  phrase,  symbol  or  design,  or  a 
combination  of  words,  phrases,  symbols  or  designs  that  identifies  and  distinguishes  the 
source  of  a service  from  one  party  from  those  of  others. 

(4)  Decor  shall  be  defined  as  the  style  of  interior  finishings,  which  may  include 
but  is  not  limited  to,  style  of  furniture,  wallcoverings  or  permanent  fixtures. 

(5)  Color  Scheme  shall  be  defined  as  selection  of  colors  used  throughout, 
such  as  on  the  furnishings,  permanent  fixtures,  and  wallcoverings,  or  as  used  on  the  facade. 

(6)  Facade  shall  be  defined  as  the  face  or  front  of  a building,  including 
awnings,  looking  onto  a street  or  an  open  space. 

(7)  Uniform  Apparel  shall  be  defined  as  standardized  items  of  clothing 
including  but  not  limited  to  standardized  aprons,  pants,  shirts,  smocks  or  dresses,  hat,  and 
pins  (other  than  name  tags)  as  well  as  standardized  colors  of  clothing. 

(8)  Signage  shall  be  defined  as  business  sign  pursuant  to  Section  602.3  of  the 
Planning  Code. 

(9)  “Retail  Sales  Activity  or  Retail  Sales  Establishment”  shall  include  the  uses 
defined  in  Section  303(i)(2). 


Supervisor  Mar 

BOARD  OF  SUPERVISORS 


Page  13 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


Section  5.  The  Planning  Code  is  amended  by  adding  subsection  803.6(f),  to  read  as 
follows: 

(f)  Neishborhood  Commercial  Notification.  After  the  effective  date  of  this  subsection  (f). 

any  buildin2  permit  application  for  a use  permitted  in  a MUG  District,  UMU District,  Chinatown 

Mixed  Use  District,  and  the  Western  Soma  Special  Use  District  which  is  also  a “formula  retail  use  ” as 

defined  in  this  section  shall  be  subject  to  the  notification  procedures  set  forth  in  Section  303 (i). 

Section  6.  The  Planning  Code  is  amended  by  revising  Section  350(g),  to  read  as 
follows: 

SEC.  350.  FEES,  GENERAL. 

(g)  Fee  Adjustments. 

(1)  The  Controller  will  annually  adjust  the  fee  amounts  specified  in  Sections  350- 
3§6359  by  the  two-year  average  consumer  price  index  (CPI)  change  for  the  San 
Francisco/San  Jose  Primary  Metropolitan  Statistical  Area  (PMSA).  For  a listing  of  the 
Department's  current  fees  inclusive  of  annual  indexing  for  inflation,  reference  the  Schedule  of 
Application  Fees  available  on  the  Department  website. 

Section  7.  The  Planning  Code  is  amended  by  adding  new  Section  359,  to  read  as 
follows: 

SEC.  359.  ECONOMICIMPACT  STUDY  REVIEW. 

The  fee  to  review  an  economic  impact  study,  as  required  by  Section  303(i)(3){F)fv).  shall  be 

$3.500.00.  plus  any  additional  time  and  materials  as  set  forth  in  Section  350(c). 
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Section  6.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 

Section  7.  Scope  of  Ordinance.  In  enacting  this  ordinance,  the  Board  of  Supervisors 
intends  to  amend  only  those  words,  phrases,  paragraphs,  subsections,  sections,  articles, 
numbers,  punctuation  marks,  charts,  diagrams,  or  any  other  constituent  parts  of  the  Municipal 
Code  that  are  explicitly  shown  in  this  ordinance  as  additions,  deletions.  Board  amendment 
additions,  and  Board  amendment  deletions  in  accordance  with  the  “Note”  that  appears  under 
the  official  title  of  the  ordinance. 

APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 

By:  

ANDREA  RUIZ-ESQUIDE 
Deputy  City  Attorney 

n:\legana\as201 3\1 300348\00925081  .doc 
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FILE  NO.  140592 


ORDINANCE  NO. 


[Building  Code  - Temporary  Fee  Reduction] 


Ordinance  amending  the  Building  Code  to  reduce  all  fees  for  staff  services  by  7%  for  a 

6-month  period  and  affirming  the  Planning  Department’s  determination  under  the 

California  Environmental  Quality  Act. 

NOTE:  Unchanged  Code  text  and  uncodified  text  are  in  plain  Arial  font. 

Additions  to  Codes  are  in  single-underline  italics  Times  New  Roman  font. 
Deletions  to  Codes  are  in  strikeihrough  dedk-s  Times  Now  Roman  font. 

Board  amendment  additions  are  in  double-underlined  Arial  font. 

Board  amendment  deletions  are  in  strikethrough  Arial  font. 

Asterisks  (****)  indicate  the  omission  of  unchanged  Code 
subsections  or  parts  of  tables. 


Be  it  ordained  by  the  People  of  the  City  and  County  of  San  Francisco: 


Section  1.  Findings. 

(a)  The  Planning  Department  has  determined  that  the  actions  contemplated  in  this 
ordinance  comply  with  the  California  Environmental  Quality  Act  (California  Public  Resources 
Code  Sections  21000  et  seq.).  The  Board  of  Supervisors  hereby  affirms  this  determination. 
Said  determination  is  on  file  with  the  Clerk  of  the  Board  of  Supervisors  in  File  No. 
and  is  incorporated  herein  by  reference. 

(b)  On , 2014,  the  Building  Inspection  Commission  held  a duly  noticed 

hearing  on  this  legislation  and  recommended  its  approval.  The  Building  Inspection 
Commission  Secretary  submitted  a letter  to  the  Clerk  of  the  Board  of  Supervisors  that 
reported  this  decision.  A copy  of  said  letter  is  on  file  with  the  Clerk  of  the  Board  in  File  No. 


Section  2.  Temporary  Fee  Reduction. 
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(a)  Notwithstanding  the  fee  schedules  contained  in  the  Building  Code  Fee  Tables  1A-A 
- 1A-Q  and  1A-S,  the  fee  assessment  for  all  Department  of  Building  Inspection  staff  services 
shall  be  reduced  by  7%.  This  fee  reduction  shall  be  in  effect  for  six  months  from  the  effective 
date  of  this  ordinance. 

(b)  This  ordinance  does  not  affect  Building  Code  Fee  Table  1A-R,  governing  refunds. 

(c)  No  existing  permittee  who  paid  Building  Code  fees  prior  to  the  effective  date  of  this 
legislation  is  eligible  for  the  fee  reduction  specified  in  this  ordinance  in  regard  to  previously 
paid  Building  Code  fees. 

(d)  The  City  Attorney  shall  direct  the  Building  Code  publisher  to  include  a note  in  the 
Building  Code  in  Section  1 1 0A  - Schedule  of  Fee  T ables  after  the  listing  of  Schedule  of  Fee 
Tables  that  will  notify  the  public  of  the  temporary  reduction  in  fees  that  are  the  subject  of  this 
ordinance.  The  publisher  shall  remove  the  note  following  the  period  of  the  temporary  fee 
reduction. 

Section  3.  Effective  Date.  This  ordinance  shall  become  effective  30  days  after 
enactment.  Enactment  occurs  when  the  Mayor  signs  the  ordinance,  the  Mayor  returns  the 
ordinance  unsigned  or  does  not  sign  the  ordinance  within  ten  days  of  receiving  it,  or  the  Board 
of  Supervisors  overrides  the  Mayor’s  veto  of  the  ordinance. 


APPROVED  AS  TO  FORM: 

DENNIS  J.  HERRERA,  City  Attorney 


By:  

John  D.  Malamut 
Deputy  City  Attorney 

n;\lanci\as201 4\969021 1 \00928879.doc 
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SMALL  BUSINESS  COMMISSION 
DRAFT  MEETINC;  MINUTES 


Monday,  June  23,  2014 
2:00  P.M. 

CITY  HALL,  ROOM  400 

1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102 


SMALL  BUSINESS  COMMISSIONERS 
Stephen  Adams,  President 
Monetta  White,  Vice  President 
Kathleen  Dooley,  Mark  Dwight,  William  Ortiz-Cartagena 
Irene  Yee  Riley,  Paul  Tour-Sarkissian 


1.  Call  to  order  and  roll  call. 

The  meeting  was  called  to  order  at  2:07  PM.  Commissioners  Adams,  Dwight,  Yee  Riley,  Tour-Sarkissian,  and 
White  were  present.  Commissioner  Dooley  was  absent.  Commissioner  Ortiz-Cartagena  arrived  at  2:09  PM 
during  the  presentation  of  Item  5. 


2.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 


3.  Approval  of  the  May  5,  2014  regular  meeting  minutes.  (Action  Item) 
Explanatory  Documents:  Draft  May  5.  2014  regular  meeting  minutes 
Motion:  Commissioner  Dwight  motioned  to  adopt  the  meeting  minutes. 
2"'*:  Commissioner  Yee  Riley 

Aye:  Adams,  Dwight,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 

Absent:  Dooley  and  Ortiz-Cartagena 

4.  Approval  of  the  June  9,  2014  regular  meeting  minutes.  (Action  Item) 
Explanatory  Documents:  Draft  June  9.  2014  regular  meeting  minutes 
Motion:  Commissioner  Dwight  motioned  to  adopt  the  meeting  minutes. 
2°'*:  Commissioner  Tour-Sarkissian 

Aye:  Adams,  Dwight,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 

Absent:  Dooley  and  Ortiz-Cartagena 


GOVERNMENT 
DOCUMENTS  DEPT 

JUL  1 4 2014 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


SMALL  BUSINESS  COMMISSION 
1 Dr.  Carlton  B.  Goodlett  Place,  Room  1 10 
San  Francisco.  C A 94 1 02 
415.554.6134 

REGINA  DICK-ENDRIZZI.  EXECUTIVE  DIRECTOR 
CHRISTIAN  MURDOCK,  ACTING  COMMISSION  SECRETARY 


5.  Discussion  and  possible  action  to  make  recommendations  to  the  Board  of  Supervisors  (BOS)  on  BOS  File  No. 
130788  (Planning  Code  - Expanding  Formula  Retail  Controls].  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  BOS  File  No.  130788  Legislative  Digest:  BOS  File  No.  130788 

Nickolas  Pagoulatos,  Legislative  Aide  to  Supervisor  Eric  Mar,  presented.  He  provided  a narrative  of  the  process 
undertaken  to-date  to  develop  this  legislation  and  thanked  Planning  Department  staff  Kanishka  Bums  and  AnMarie 
Rodgers  for  their  hard  work  completing  the  San  Francisco  Formula  Retail  Economic  Analysis.  Mr.  Pagoulatos 
quoted  several  passages  from  the  Analysis  that  underscored  the  legislative  intent  of  this  legislation.  He  addressed 
significant  areas  of  difference  between  the  legislative  proposal  from  the  Planning  Department  and  the  present 
legislative  proposal,  notably  regulation  of  subsidiary  ownership,  economic  impact  analysis,  notification,  and 
threshold  number  of  establishments.  Mr.  Pagoulatos  explained  that  dialogue  is  ongoing  with  the  Planning 
Department,  with  a possible  end  result  of  creating  a unified  proposal. 

Public  Comment  was  opened  and  eight  members  of  the  public  requested  to  speak: 

SPEAKERS  IN  SUPPORT  OF  THE  PROPOSAL 
Peter  Cohen 


SPEAKERS  IN  OPPOSITION  TO  THE  PROPOSAL 
Dee  Dee  Workman,  San  Francisco  Chamber  of  Commerce 
Chris  Wright,  Committee  on  Jobs 
Meka  Brown 
Karimah  Pierce 
Michelle  Grady 
Bobby  Collins 
Dawn  Saunders 
Public  Comment  was  closed. 

Commissioner  Adams  referenced  the  Commission’s  recommendation  at  its  meeting  on  June  9, 2014,  to  approve  the 
Planning  Department’s  proposed  legislation,  noting  he  felt  that  legislation  approached  amending  formula  retail 
controls  in  a more  balanced  manner.  He  stated  he  cannot  support  the  present  legislation  at  this  time. 

Commissioner  Dwight  commented  that  he  appreciated  the  time  spent  by  Supervisor  Mar’s  staff  in  development  in 
this  legislation.  However,  he  believed  the  proposal  put  forth  by  the  Planning  Department  better  relies  on  quantitative 
analysis  and  he  supports  the  Commission’s  action  taken  at  its  previous  meeting,  although  he  was  absent  from  that 
meeting.  Lastly,  he  thanked  members  of  the  public  for  coming  to  speak  at  the  meeting  and  highlighting  some  of  the 
positive  contributions  of  formula  retailers,  which  are  often  overlooked  in  an  overly  simplified  discussion  of  “small 
store  good,  big  store  bad.” 

Commissioner  Ortiz-Cartagena  thanked  all  parties  for  their  hard  work  developing  changes  to  the  formula  retail 
regulations.  He  hoped  that  everybody  can  work  together  to  develop  a single  proposal. 

Commissioner  Yee  Riley  stated  there  needs  to  be  a balance  in  the  community  between  large  and  small  businesses. 

Motion:  Commissioner  Ortiz-Cartagena  motioned  to  take  no  action  on  the  legislation. 

2^^:  Commissioner  Yee  Riley 

Aye:  Adams,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  Dooley 
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6.  Discussion  and  possible  action  to  make  recommendations  to  the  Hoard  of  Supervisors  (HOS)  on  ItOS  file  No. 
140592  (Building  Code  - Temporary  Fee  Reduction).  (Discussion  and  Possible  Action  Item) 

Explanatory  Documents:  No  Legislative  Digest  Available;  BOS  I'ile  No.  140592 

Gayle  Revels,  Department  of  Building  Inspection  (DBl),  presented.  She  explained  the  fee  reduction  is  temporruA  in 
response  to  excess  revenues  collected  by  DBI  totaling  approximately  $ 1 .5  million.  The  reduction  is  happening  in 
conjunction  with  a fee  study  to  adjust  all  fees  which  is  expected  to  be  completed  later  this  year. 

Public  comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 

Several  commissioners  thanked  Ms.  Revel  and  DBl  for  bringing  forward  this  measure. 

Motion:  Commissioner  Dwight  motioned  to  recommend  approval  of  the  legislation. 

2"^*:  Commissioner  White 

Aye:  Adams,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White 
Nay:  None 
Absent:  Dooley 

7.  Director’s  Report.  (Discussion  Item) 

Director  Dick-Endrizzi  provided  a written  and  verbal  report.  She  introduced  Forrest  Liu,  an  intern  in  the  Office  of 
Economic  and  Workforce  Development  (OEWD).  Commissioners  welcomed  him  to  the  City  team.  Director  Dick- 
Endrizzi  next  announced  the  upcoming  departure  of  Acting  Commission  Secretary  Murdock,  who  has  accepted  a 
position  with  City  of  Pacifica.  She  noted  this  will  be  the  last  Commission  meeting  he  will  attend. 

8.  President’s  Report.  (Discussion  Item) 

Commissioner  Adams  congratulated  Commissioner  Dwight  on  receiving  the  California  Chamber  of  Commerce's 
Small  Business  Advocate  Award.  Only  four  are  awarded  annually  and  he  is  the  first  ever  San  Francisco  recipient. 
Commissioner  Adams  next  announced  sidewalks  are  now  open  in  the  Castro,  so  please  come  to  shop.  Lastly,  he 
awarded  Acting  Commission  Secretary  Murdock  with  a Certificate  of  Honor  for  his  service  to  the  Small  Business 
Commission. 

9.  Vice  President’s  Report.  (Discussion  Item) 

Commissioner  White  thanked  Acting  Commission  Secretary  Murdock  for  his  service  to  the  Commission. 

10.  Commissioner  Reports.  (Discussion  Item) 

Commissioner  Ortiz-Cartagena  reported  his  attendance  last  week  at  the  20'*’  anniversary  of  the  California 
Association  for  Micro  Enterprise  Opportunity  (CAMEO).  Announced  that  Working  Solutions  client  and 
Mayor’s  Revolving  Loan  Fund  recipient  SF  Parking  received  an  award.  Also,  Scott  Hauge  was  recognized  for 
his  efforts  in  the  small  business  community.  Commissioner  Ortiz-Cartagena  thanked  Acting  Commission 
Secretary  Murdock  for  his  help  keeping  him  informed  and  engaged  as  a commissioner. 

Commissioner  Yee  Riley  wished  Acting  Commission  Secretary  Murdock  good  luck  in  his  future  pursuits. 

11.  General  Public  Comment.  (Discussion  Item) 

General  Public  Comment  was  called  for  and  no  members  of  the  public  requested  to  speak. 
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12.  New  Business.  (Discussion  Item)  M 

Commissioner  White  asked  if  the  Commission  could  resume  recognition  of  the  city’s  small  businesses.  | 

Commissioner  Dwight  asked  whether  the  Commission  needs  to  weigh-in  on  the  brewing  Design  Center  controversy  I 

where  a new  designation  of  historic  status  would  allow  new  office  space  in  that  production,  distribution,  and  repair  | 

(PDR)  zoning  district.  Pinterest,  an  online  social  media  company,  has  expressed  interest  in  occupying  tens  of  1 

thousands  of  square  feet  in  that  space  that  is  already  85%  occupied  by  small  design  businesses.  { 

Commissioner  Adams  echoed  Commissioner  Dwight’s  sentiments  about  the  importance  of  the  Design  Center  district  | 
and  believes  the  Commission  should  have  a hearing  to  learn  more  about  this  issue  within  the  next  month. 

13.  Adjournment.  (Action  Item) 

Commissioner  Adams  announced  the  passing  of  Shell  Thomas  over  the  past  weekend,  and  sought  a motion  to 
adjourn  the  meeting  in  his  honor.  Mr.  Thomas  was  a well-known  and  respected  small  business  advocate,  business 
advisor  with  the  Small  Business  Development  Center  (SBDC),  former  president  of  the  North  Beach  Business 
Association,  former  OEWD  Neighborhood  Marketplace  Manager,  and  most  recently  worked  on  the  establishment  of 
a Lower  Polk  Community  Benefits  District  (CBD). 

Motion:  Commissioner  Dwight  motioned  to  adjourn  the  meeting  in  honor  of  Shell  Thomas. 

2"^*:  Commissioner  Yee  Riley 

Aye:  Adams,  Dwight,  Ortiz-Cartagena,  Yee  Riley,  Tour-Sarkissian,  and  White  I 

Nay:  None  | 

Absent:  Dooley  • 

The  meeting  adjourned  at  3:23  PM.  i 
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